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Lewis Douglas . . . Top Man For Marshall Plan? 


(See People of the Week) 
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ANNOUNCING 


New LIUAS 


IME flies faster than most of us realize. It’s just a 


N 


little more than eighteen months since you first read 


the thrilling Studebaker announcement, “Your postwar 


dream car is here and in production!” 

Now the 1948 version of that dream ear has arrived. 

New 1948 Studebakers, including glamorous new 
Champion and Commander convertibles, are swinging 
upon the scene at dealers’ showrooms. 

They’re more than fresh 1948 interpretations of the 


“new look” in ears that’s a Studebaker style mark. 











udebu 


They’re the dramatic encore to over a vear and a half of 


ens 


the most sensational new-car success in motoring history. 

Riding low, wide and handsome straight into the 
heart of discriminating America, Studebaker styling 
has established the design pattern for all truly mod- 
ern cars. 

See these latest Studebaker achievements at your 
first opportunity. They're superb 1948 examples of the 
new kind of motoring in which Studebaker so impres- 


sively and so inspiringly leads. 
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“After me the deluge” 


200 YEARS Srance never recovered from 
the ruin caused by the wastrel who made that 
arrogant boast. 


Today there are Americans equally arrogant and 
destructive. After them, the deluge of ruin for you 
and your children’s children. 


..- Higher wages without any thought of in- 
creased production to earn them. Therefore higher 
costs. Therefore higher prices. And then more 
demands for still higher wages—and ruinous infla- 


tion is here. 


... A few people (only a few, thank heaven, but 
even one is too many) so greedy for profits they “get 





theirs while the getting is good”, and kick the 
inflation spiral up another notch. 


. .. Bureaucrats so hungry for power they forget 
the country they are sworn to serve and pander to 
pressure groups who are destroying America. 


All three are draining America of strength at the 
very moment we need strength most. Inflation 
always leads to collapse. And—like a slavering dog 
waiting for a possum to fall out of a tree—the ene- 
mies of America and our freedoms are waiting for 
that collapse, for that will be their chance to destroy us, 


Selfishness today is treason. Isn’t there a law to 
take care of traitors? 


The deluge is not far off. 
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PERES TO BUSINESS...................-.: P21 
Economic forecasters are really alarmed. 
Prices and costs move higher. Pressure for 
wage rises is growing. If inflation runs its 
course, experts foresee disaster—falling 
markets, unemployment, business losses. 
This year will tell the story. But—if the 
country weathers the storm, there is the 
prospect of fat years ahead. 


NEXT WAR: A PREVIEW................ P. 14 
War could come in five years. If it should, 
attack will include rockets, sabotage, bac- 
teria, atomic weapons. This is the pos- 
sibility U. S. air defense must prepare for. 
Outlined is U.S. strategy for meeting 
such attack. 


SOVIET PUSH IN BERLIN................ P16 
Americans in Berlin are being harassed. 
Sometimes they are arrested by Russians. 
Food for them runs a Russian gantlet. 
This is how the Russians are saying, 
“<< ° ”> 

Americans, go home. 


RIGE OF FEDERAL COSTS..........:..... P08 
Taxpayers still are paying for World War 
II and its effects. About 79 per cent of 
Mr. Truman’s projected $40,000,000,000 
spending next year will go to national de- 
fense, aid abroad, veterans and other 
war-related items. Here’s a story that tells 
where Government plans to spend its 
billions in the year beginning next July 1 


MR. TRUMAN COULD WIN............ P..22 
The rise of Mr. Wallace and his third 
party does not give the election to Re- 
publicans automatically. The Democrats 
point to the Gallup polls and the results 
of 1944. Mr. Truman could win in No- 
vember, they say, even if he loses key 
States such as New York, Ohio and Michi- 
gan. This is a factual article on a contro- 
versial subject. 


HIDDEN AID.TO BRITAIN................ P. 24 
Vorld duties are being laid down by a 
hard-pressed Britain. These duties, in- 


News within the News 


Reg. U.S. 
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cluding military action in the Mediter- 
ranean and occupation jobs in Germany, 
are being taken up by the U.S. This 
article tells what the shift actually means 
to Americans and Britons. 


ARGENTINA‘S BIG CROPS. ........... P. 28 


President Perén is in a fine position. His 
country has plenty of wheat, corn, vege- 
table oils and meat. And the world needs 
those commodities. The Argentine Presi- 
dent can hold out for high prices, which 
means high profits for the Government- 
controlled trading agency. This story tells 
how the Peron plan is working. 


PLANNING AID TO EUROPE.......... P. 68 
In their own words, Secretary Marshall 
and Ambassador Douglas tell how aid to 
Europe should be hz indled. This material 
is taken from the transcript of congres- 
sional hearings that will go far to de- 
termine how the Marshall Plan will be 
carried out. 
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Busy Bob, the Businessman, came bustling from the 

/ e West to Hotel Pennsylvania, where you really are a 
guest. Said Bob: “I’ve got no time to play, I’m busy 
as can be, I know your service here is swell, but please, 
don’t bother me!” 











2 We left him in his spacious room, prepared to work 

e like crazy, but here the rooms are restful—and shortly 
Bob felt lazy. He liked the comfort of his chair, he 
liked the radio. Said Bob: “I think I’ll just knock off 
for forty winks or so.” 











He found his Pennsylvania bath all gleaming clean 
e and white. “Ill have a shower first,” he said, “‘and 
then [ll work all night.”” But soon in floods of water 
hot all thoughts of labor vanished, and as with snowy 
towel he dried, he cried, ““My Gosh, I’m famished!” 














Bob ordered dinner in his room, and said, “Tl hurry 
4, through it.”” (The Pennsylvania’s service had it there 
before he knew it.) He sampled all the dishes, each 
was hot and mighty tasty. “With food as good as this,” 


7? 


he grinned, “I simply can’t be hasty! 











5. His work was waiting, but the bed caught busy 
¢ Robert’s eye. “It’s got 800 springs and more .. . I'll 
give the bed a try, and then to work. Say, this is great! 
Ho-hum, excuse my yawning.” . . . Like every Penn- 
sylvania guest, he slept right through till dawning! 





Pig ia 
HOTEL 
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P.S. Here’s a tip for your trip. Try to plan your visit to 
Hotel Pennsylvania for Friday, Saturday, or Sunday 
—that’s when you'll have the best chance of getting 
the kind of accommodations you want! 


DIRECT UNDERGROUND PASSAGE 
FROM PENNSYLVANIA STATION 





“When I say real 
heavy-duty value, brother, 


| mean Chevrolet Advance-Design trucks!” 




















Comfort? Give me the cab that 
“breathes” !* It’s Flexi-Mounted 
—cushioned on rubber. Has 12 
inches more foot room—eight 
inches more seating space. 
Understand there’s 22% 
more visibility, too 
and the.seat is 
fully adjustable! 





i Sure, there are Advance-Design 
i trucks for special heavy-duty 





3 jobs. Look at this one. They tell 
H me there are 107 different models 
+ ...on eight different wheelbases Look here at these stronger new 
i a=tiacks for all the evades! FRAMES! Notice that the wheel- 
: bases are longer, for better load 
y distribution. Brakes? The best! 
: See those rear-corner windows ?* They’re exclusively designed for 
a They make it easy and safe to greater brake-lining contact. 
4 back up. lhese trucks are really *Fresh-air heating and ventilating system and reat 1 
F | new—trom root to road, with corner windows optional at extra cost. 
i Advance-Design! Another thing, : 
i they have the world’s most eco- 
f nomical engine for its size— 
Chevrolet’s valve-in-head truck : 
engine! 
ADVANCE-DESIGN : 
CHEVROLET TRUCKS) . 
; WITH THE CAB THAT ‘'BREATHES"’ s 





CHEVROLET MOTOR DIVISION, GENERAL MOTORS CORPORATION, DETROIT 2, MICHIGAN Bf Written 
U.S. NE 
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A glimpse of life in U.S. 10 years from now, of what is to be needed if this 
country is to prosper, is given by economic advisers to the President. 

Looking ahead, over years to 1958 or 1960, they see these things: 

Jobs will need to be provided for 64,000,000 people, 6,000,000 more than 
now. That's what a rising population will make necessary in years ahead. 

People will be spending at a rate more than 25 per cent above present. 

Goods and services to be enjoyed will be above a third more than in this 
boom period. Workers and farmers, individually, will be turning out far more 
goods than at present, as efficiency rises year by year. 

The picture is one of great prosperity, of living standards far above those 
of the present.’ That's what it is to be like if there is to be employment for all 
who want to work and if ways are found to keep the economic system from a trip-up 
that would leave it in the low state of the 1930s. 








These 10 years, if all is well, are going to see the following: 
Cities will be redesigned and rebuilt, with at least $75,000,000,000 to be 
spent on lifting their faces. That would be in addition to public works and 


ig would largely be financed by private capital. 
Highways, half of them, will have to be rebuilt to handles traffic. 
in that direction. Capital, too, will be expected to move westward. 





The West will see a great development, with population continuing to move 

Alaska will undergo a big development, largely Government encouraged. 

More TVA's, planned development of river basins, will spring up over the 
country. The Columbia, St. Lawrence, Missouri and other rivers will be the 
centers of planned development for irrigation, water power, transportation. 

More than 1,000,000 new houses will be needed each year. To get them, 
though, costs will have to come down, uneconomic practices will have to go. 

New schools will be needed at a cost of $7,500,000,000, with building at a 
rate double thé boom period of the 1920s. School enrollment within seven years is 


- to be one third larger than in 1940. That will require much building. 
: Those are some of the things that the planners see ahead if U.S. is to keep 

















heel- 

busy during the next 10 years and not lapse back into the doldrums. 

best! 

ed for Steel-industry expansion of at least 20 per cent then will be needed. 

t. Petroleum-industry expansion will have to be about 50 per cent. It is to 
and rem become necessary to go in heavily for new processes for extracting gasoline and 


other fuels from oil shale, coal, natural gas. 
Electric-power expansion of at least 20 per cent is to be needed. 
Farmers will need to expand total production about 10 per cent above the 
present high levels. There'll be need for 25 per cent larger crops, for 50 per 
cent more livestock. Individual-farmer efficiency will need to rise about 50 
per cent, and as many as 3,000,000 farmers will leave farms for other jobs. 
§ Railroads will be consolidated, airports expanded. 





That's the broad outline of what might be termed a U.S. 10-year plan. It 
sets the goal that can be achieved by full employment. It isn't offered as a 
sure thing, but as something the planners picture as needed for prosperity. 


aie over) 
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NEWSGRAM--TOMORROW-- (Continued) 


If all this is to be realized, as the planners see it: 

Industry and Government must learn to work closely together, to plan. 

Price-wage-profit policies must be carefully adjusted, must be flexible to 
make certain that the products of industry can find an assured market. 

Tax and debt-management policies of Government must be flexible, must be 
geared to incentive creation in time of Slowing activity, to a dampening of 
ardor in time of boom that threatens to get out of hand. 

City and farm income relationships need to be Stabilized, balanced. 

All that takes planning, takes some over-all guidance of the machinery of 
the economic system. It's the price the planners consider necessary if there is 
to be assured prosperity over a long period. 








SUPE! 
SOFT! 








Now to get down a little closer to ground, there seems agreement on this: 

Boom is likely to run at least six more months, maybe more. 

Slowing of the boom may be apparent sometime in second half of 1948. It is 
“possible that the boom will continue uninterrupted, however, into 1949. 

Boom's Slowing is generally expected by or before first half of 1949. 

A new spiral upward in wages and prices is almost assured for first half, 
1948. Price markups are wideSpread. Wages are due for a third-round rise. 

Big crops, if they come in U.S. and Europe, may signal boom's passing. If, 
however, crops are short again, inflation might zoom still further. 











Top Government forecasters are telling Congress this: 

Incomes of people still aren't rising as fast as prices are rising. 

People are tending to borrow or to draw on savings to pay current bills. 

Stockpiles of goods, while not excessive, could be troublesome if buyers 
should back away, if the public should tend to go slowly in spending. 

New houses are so high priced that the building boom may lag. 

Money is being invested by industry in plant and equipment that is so high 
priced that it may be difficult later to pay out on the investment. 

In other words, the men who sit in the observation towers where signals are 
most clear don't like the feel of things. They expect the boom to run on, maybe 
all through 1948, but they're warning that trouble is developing. 

An adjustment starting in 1948 could be mild, in 1949 more severe. 





An official appraisal, too, comes up with these other conclusions: 

War with Russia is not to come within five years, not before 1953. 

War is very unlikely short of 10 to 25 years. Guided missiles capable of 
5,000 miles of flight at supersonic speed will not be available till then. It 
will be at least five years before Russia possesses an atomic-bomb- stockpile. 

War possibility is accepted by U.S. in its present foreign policy. 

Deterrent to war started by Russia, if air planners have their way, will be 
a force of 700 bombers of supersonic speed, capable of delivering a blow to any 
nation that would venture to start a war with U.S. Cost of a force of that kind 
will come high, but is offered on an insurance-principle basis. 








U.S. iS pressing itS own power outward to positions from which access to 
Russia is eaSier than Russian access to U.S. An air base in Libya, positions on 
the Persian Gulf, other locations are within easy range of Russia. 

U.S., at the moment at least, is on the offensive in the "cold war." 











To help the busy reader follow important trends in national affairs, 
we are extending the Newsgram through the magazine by means of brief para- 
graphs in larger type at the head of each article. Thus we are able to 
give in Newsgram form additional items of essential news. -- The Editors 
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Why car makers 
adopted this new kind of tire 


SUPER-CUSHION RUNS ON ONLY 24 POUNDS OF AIR; GIVES INCREDIBLY 
SOFTER RIDE, BETTER CAR HANDLING, MORE MILEAGE AND CAR ECONOMY! 





¢ Car makers astonished—After “It’s the biggest tire advance in 28 to 32 Ibs 8 = po 
fs testing the Super-Cushion, car 15 years!”” They quickly adopted of air % nbc 
‘| § makers said: ‘“‘This tire makes a __it for their new cars. Here’s why pressure Se ee 
AG big improvement in the perform- you'll want this remarkable new ewer e ers 











ance of modern motor cars. tire for your car... 





li inn Ss — ae ee =—— 7 Softer ride—safer, easier car han- 
; * dling! The Super-Cushion is a 
bigger, softer tire. It runs on only 24 
pounds of air instead of 28 to 32. So 
you get a noticeably smoother, softer 
ride. 

And you get a remarkable new 
ease and security in car handling. 
Your car hugs the road, seems to 
float through traffic, to flow around 
curves, 


pase 
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Zz Actually lengthens the life of your 

car! Till Goodyear produced the 
Super-Cushion, lateral or crosswise 
shock (right) had never been licked 
in motor cars. Pillowy Super-Cush- 
ions soak up crosswise jolts, soak 
up vibration. 

Result: less driving fatigue, less 
wear and tear on your car, fewer rat- 
tles, fewer repair bills! 
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3. More mileage— extra blowout 

resistance! Super-Cushions run 
cooler (heat is a tire’s worst enemy). 
. Softer, they ‘“‘roll with the punch,” 
iP f ‘y ¥ are harder to cut, bruise or blow out. 
ue. : So Super-Cushions consistently av- 
erage more mileage than the best 
standard tires. 


a 4, 





ke your Goodyear dealer now. If he —_ ever had, more mileage and lower car 


doesn’t have your size at the moment, economy, switch to Super-Cushions, : 
he'll have it soon. whether your car is old or new. They’ll Two other big advantages: 1, Su- 
n For the smoothest, safest ride you’ve § make a big difference on the road. per-Cushions make a small car ride 


like a big one. 2. They dress up the 
ORE PEOPLE RIDE ON GOODYEAR TIRES THAN ON ANY OTHER KIND appearance of your car! 


| fihe new 


by GOODF YEA 


Super-Cushion T.M.—The Goodyear Tire & Rubber Company 
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Forty-dollar pay raise. President 
Truman got his $40 tax-cut idea from 
Leon Keyserling of the President’s Eco- 
nomic Council. Mr. Keyserling, in turn, 
was strongly nudged in that direction by 
the CIO. It all came as a vast surprise to 
Treasury officials, who thought the Presi- 
dent’s message would give the tax-cut 
idea a vague nod and let it go at that. 
But Mr. Keyserling came in at the last 
minute and sold the idea to the Chief 
Executive as one that the taxpayer could 
understand in terms’ of a $40 increase in 
income. Mr. Truman is depending more 
and more on the Economic Council, and 
Mr. Keyserling is developing into a chan- 
nel through which ideas from liberal and 
labor groups reach the President. 





Candid general. Maj. Gen. Harry H. 
Vaughan, White House military aide with 
a bent for speaking his own mind, has 
been at it again. The rest of Mr. Truman’s 
staff is overcome with a whispering cau- 
tion; but not the General. 

He was expressing amazement the 
other day at Republicans who professed 
horror at finding political motives in the 
President’s message to Congress. 

“Of course it’s politics,” said the un- 
inhibited General, a crony of Mr. Tru- 
man’s from Missouri days. It would be 
“stupid” to expect anything else just now, 
he continued, adding some remarks on 
the Constitution probably not to be 
found in all the opinions of all the 
courts. 

“The Constitution,” he said, “tells ev- 
erything the President can and cannot do. 
But it neglects to say the most important 
thing of all—that first of all he’s got to 
get elected.” 


Anti-Marshall Plan bloc? Twenty Re- 
publican Senators gave Marshall Plan 
backers a scare by meeting secretly and 
giving a whole evening to criticism of the 
Plan. Actually, however, the group just 
wants to scale the Plan down a bit and 
add some restrictions that will make it 
more acceptable to cautious constituents. 

Senator Wherry, the acting Republican 
Floor Leader, organized the meeting and 
presided. Views were exchanged. Some 
blistering things were said. A lot was 
gotten off numerous senatorial chests. In 
the end, the decision was to draw up a 
series of amendments for submission to 


' Chairman Vandenberg of the Foreign Re- 


lations Committee. He was not present. 


The March of the News___ 





So the effort, for the present, is yy 
organized opposition, but to find son, 
ground on which most Republican ¢ 
ments can agree, to avoid an outright anj 
perhaps costly party break on Marshyl 
Plan problems. 

All or nearly all of those who attendej 
say they favor some form of assistance 
Europe, and are prepared to vote for th 
bill as it is finally perfected. And the ky 
thing most of them want is to be cp, 
pared to the “little group of willful me; 
whom Woodrow Wilson denounced x 
standing in the way of international y, 
operation after the first World War. Thy 
thought makes them shudder. 





Pay-check story. Top Air Force aj 
Army officers are cashing pay checks x 
big or bigger than those of Cabinet mep. 
bers, these days. This fact is receivin, 
some quiet and wondering scrutiny jj 
Congress. Congressmen make less mong 
than some generals. | 

The situation came to light when Preg. 
dent Truman asked that Maj. Gen. Lay. 
rence S. Kuter receive his full Air For: 
pay as Chairman of the Civil Aeronautis 
Board. 

A look at the top-brass pay roll dis 
closed that General Kuter is drawi 
$15,144 a year, in base pay, flight py 
and allowances. By contrast, a Cabine 
member gets a standard $15,000 and the 
CAB job usually pays $10,000. 

Another look showed both General 
the Army Dwight D. Eisenhower al 
General Carl Spaatz, chiefs of staff of the 
Army and Air Force, doing better tha 
their boss, Secretary of Defense James \ 
Forrestal. General Eisenhower’s total i 
$15,744. General Spaatz, due chiefly 
flight pay of $4,400, tops even that with 
$17,144. 











Dogs and votes. Democratic politicia 
are eyeing, somewhat sadly, a spectac 
of political capital simply thrown awa 
by the White House. It all has to do wit 
dogs. The politicians think that a likin 
for dogs is second only to fishing «: 
snare for votes. The facts that appall tle 
politicians are these: In recent weeks tw 
puppies were presented to the Presidett 
Their pictures were widely displayed i 
the press. Mr. Truman gave them away') 
friends. And apparently it can’t be rect 
fied, because word has gone out that, 
White House pets, dogs just won't do. 













































© Why not design for beauty and 


permanence? Stainless Steel is in better 





supply than carbon steel—you can get 
ALLEGHENY METAL, and we produce 


it in every form or shape you may need. 


Complete technical and fabricating data—engineering help, too—yours for the asking. 


ALLEGHENY LUDLUM STEEL CORPORATION 


PITTSBURGH, PENNA. ¢ OFFICES IN PRINCIPAL CITIES 


Allegheny Metal is stocked by all Jos. T. Ryerson & Son, Inc. Warehouses 
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“TRAILERS SAVE DOUBLE HANDLING— 


CUT DISTRIBUTION COSTS”... 


HEN shortages and restrictions made build- 
ing a warehouse an impossibility, Service 
Distributing Company made a valuable discovery. 


This firm began distributing Budweiser, 
Weidemann Products, Drewry’s Ale and Topaz 
Beer from Trailers parked on the site of their 
proposed, new building. These “mobile ware- 
houses” were used temporarily for storage. But, 
so successful have they proved that plans for the 
permanent warehouse have been abandoned. 


Five Stainless Steel Fruehauf Trailers were put 
into service. They keep beer rolling into Dayton 
from Newport, Ky., Chicago, and South Bend. 
Upon arrival they are parked in the company’s 
lot where full cases are transferred to small city- 
delivery trucks. Side doors in the Vans permit 
“empties” to be stacked back into the Vans for 
return to the brewery. 





| 
| 









You're Looking at a NEW METHOD 
OF WAREHOUSING ~—s_— cecurte 








Says JOHN T. STANKO, President 
Service Distributing Company, Dayton, O. 


ONLY 2 TRUCKS PULL 5 VANS 


This demonstrates the advantages of the shuttle 
method. Two trucks keep the 5 Trailers moving. 
Thus time, fuel, maintenance and operating costs 
are less—and three trucks are eliminated. 


CUSTOMER CITES OTHER SAVINGS 


1—Trailers do away with double handling. 2— 
Hours for unloading and loading are saved. 
3—Two less handlings reduce bottle-breakage 
losses. 4—Permanent warehouse cost is elimi- 
nated. 5—In the words of John Stanko, “Mainte- 
nance cost of the Stainless Steel Trailers has been 
nil to date and with our Gravity Tandems we 
have had absolutely no tire trouble. Each unit 
has run more than 25,000 miles and the tires look 
like new. Frankly, we'd never go back to the old 
warehouse method as long as we can buy Stainless 
Steel Trailers.” 
































you can PULL 
FAR MORE THAN 


you can CARRY! 


World’s Largest Builders of Truck-Trailers 


FRUEHAUF TRAILER COMPANY e 


72 Factory Service Branches 


FRUEHAUF TRAILERS 


DETROIT 32 
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Danger signals are flagged by 
J.$. business forecasters. 

Inflation is getting more and 
more out of hand. New wage, 
price rises will bring a bust 
nearer, unless they’re controlled. 

A setback, if it comes, can be 
severe, painful. 
| — Record prosperity, however, 
can be had over the longer range, 
with incomes, living standards at 
much higher levels. 





Alarm over the state of U.S. busi- 
ness is being expressed by the top ap- 
praisers of the Government. This alarm 
is expressed in somewhat more acute 
fom than in the past. 

The peril to business still is tied to 
inflation. President Truman’s Council of 
Economic Advisers describes this peril 
areal one. It does not, however, set 
the me when the present boom might 
end in a bust. What the Council does 
isto warn that, if positive new controls 
ae not set up to check inflation, serious 
touble is going to come. 

Warning is given at a time when in- 
| Bftation is about to take another spiral 
| upward, Meat prices are on the verge of 
| Bnew rise. Clothing prices are marked 

w for spring. Building costs keep edging 

foward, Living costs have been rising 

] ita rate of 12 per cent a year. As these 

wsts go on rising, labor unions are set 

0 make new wage demands. When 

wages are increased, more price rises 
will be expected to follow. 

A cut in taxes, becoming imminent, is 
viewed with some official alarm, too. It 
wil release more dollars to add to the. 
wambling for a supply of goods that 
sill is below the level of demand. 

All of these things suggest trouble to 
the Government’s economic appraisers. 
'¢, over the longer range, they see a 

. They see the basis for a 
(year plan that can carry the country 
0 of prosperity far above any of 
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PERILS TO BUSINESS IN 1948: 
START OF A NEW PRICE SPIRAL 


Official Concern Over Costs, Pay and Credit 


—Black Star 
ADVISER NOURSE 
A new spiral, a new warning 


the past. More leisure, more goods to 
enjoy, more travel, better homes and 
cities, all are to be had, they assert, with 
a little over-all direction by Government 
of the way things go. 

It is concerning the period just ahead, 
the period after midyear and into 1949, 
that alarms are sounded by the Economic 
Advisers to the President. These Advisers 
are headed by Dr. Edwin G. Nourse. 
They have been concerned about trends 
in the spiral of inflation over the last year. 
The report the President now makes to 
Congress, based on the findings and 
analyses of his Advisers, is keyed to a 
tone of somewhat greater urgency. 

Signs of trouble that are emphasized 
include those that follow: 

Income and prices are further out of 
adjustment to normal than they were, 
bringing the country increasingly to a 
“more unstable situation.” Dollar income 


of the average person rose by 18 per cent 
from early 1946 to late 1947. But the 
rapid rise in prices caused buying power, 
on the average, to fall by 8 per cent over 
the same period. 

Wages and prices seem on the verge 
of further “fruitless and dangerous spiral- 
ing.” In 1947, wages kept pace with 
prices, but did not regain the ground lost 
in 1946, when prices increased faster 
than wages. Inflation trends are “pro- 
foundly disturbing,” with danger of a 
“serious setback.” The remark is made 
that “we cannot be sure that such a re- 
cession would not be severe and recovery 
slow and painful.” 

Construction is booming, but economic 
appraisers say “current high costs raise a 
question as to the ability of the industry 
to continue to operate at current levels, 
in the residential field at least.” 

Inventories, too are viewed with some 
concern. Over-all ratios of inventories 
to sales are below prewar ratios, but 
“liquidation of inventories in case of a 
decline in sales raises a greater potential 
threat to maintenance of production and 
employment than has been the case at 
any time since the war began.” 

New investment in plant and equip- 
ment may be leveling off. Contracts for 
industrial construction already are well 
below the high levels of 1946. 

Other danger points are stressed 
by the President and his Economic 
Advisers. 

Spending by consumers in 1947 was 
at a rate $3,500,000,000 above the in- 
crease in individual incomes. Many per- 
sons drew on savings for living expenses 
and medical care, rather than for durable 
goods and housing. “Such use of savings 
for current living expenses is an ominous 
sign for the economy as a whole.” 

Sources of money that sustained busi- 
ness in 1947 are running out. Foreign 
countries have been using up gold stocks 
or dollars previously accumulated. Busi- 
ness firms have been using funds accu- 
mulated during the war. Veterans have 
been cashing in their terminal-leave 
bonds. Exhaustion of these funds, the 
Advisers warn, threatens to hurt sales. 

Bank loans to business and to con- 
sumers have been rising so rapidly as 


Uh 





U.S. News-Woud Report 


ee 





to cause “grave concern” about their 
inflationary effect. Commercial credit in 
the last half of 1947 rose at a rate of 
$10,000,000,000 a year. Consumer credit, 
now totaling $13,000,000,000, is at an 
all-time peak. 

Production is not to rise enough to 
overcome the force of inflation in 1948. 
“There is no possibility of enough addi- 
tional production this year to overcome 
inflation without other measures. In fact, 
if these other measures are not under- 
taken, inflation may cause such disrup- 
tion in our economy as to drive produc- 
tion and employment downward.” 

A forecast of what may be expected if 
there are no new controls is given by 
the President’s report to Congress, in 
these words: 

“Tf inflation runs its course unimpeded, 
it will spread in its wake the disaster 
of falling markets, unemployment and 
business losses. A rapid general rise in 
prices has the effect of unduly bunching 
investment in inventories and equipment 
at early dates and according to distorted 
calculations of possible profit. It induces 
investments, many of which will not 
pay out. 

“Rising prices breed upon easy access 
to credit, which supports the trend. They 
introduce speculative activities which 


also support the trend. They produce a 
price structure which is increasingly sen- 
sitive and precarious and vulnerable to 
changes in business and consumer expec- 
tations, spending and investment. 

“At whatever point these develop- 
ments induce a reversal of business senti- 
ment or a withholding of- consumer 
demand, some markets weaken, with a 
spreading impact. Caution dictates the 
withholding of demand. Buying for in- 
ventory, capital expansion and consump- 
tion declines. A decline of production 
necessarily follows, spreading unemploy- 
ment and loss of income from point to 
point in a widening and deepening 
downward spiral.” 

That is the official description of the 
end result of continuing inflation. There 
is no specific fixing of a time when this 
end result might occur, however. 

Remedies previously urged by the 
President as a means of checking the 
price rise are restated in the economic 
report. 

Congress is asked to give power to the 
White House and to the Federal Reserve 
Board to set firmer controls over distribu- 
tion of goods, over prices, and over 
credit. Any reduction in total tax revenue 
is opposed. Continued reduction of the 
national debt is favored instead. As a 


PULUSUIMO ML CLUS SEIN 
In Proposed 10-Year Program 


Source: Economic Report of the President 
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further means of sopping up spending 
power, an intensified campaign to sel] 
savings bonds to the public is planned, 

The report declares that a depression, 
if it occurs, will be far more costly and 
will involve Government intervention jp 
business on a much bigger scale than 
would the preventive steps being recom. 
mended now. 

Over a longer range, the President 
and his aides take an optimistic view, 
They draw a picture of a country with 
living standards far above any of the 
past. To attain those standards, they pro. 
pose a 10-year program, goals for which 
are shown in the accompanying chart, 
In broad outline, this is the picture they 
draw: 

The number of jobs 10 years from 
now can be 64,000,000, if employment 
is kept at a maximum. This will spel] 
prosperity for all. Some women now en- 
ployed will retire to their homes and 
some young people will spend a longer 
time in school than hitherto has been the 
case. But growth of population will offset 
these shifts and add 6,000,000 jobs to the 
58,000,000 that were filled on the average 
in 1947. 

Output of goods and services can be 
increased by more than one third within 
10 years. That result, if achieved, will be 
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m top of the increase of more than 50 per 
gat that already has occurred since 
1939. As projected, the bigger national 
yutput will include the construction of at 
ast 10,000,000 new houses. It will in- 
wlve the redevelopment of entire areas of 
cities, at an estimated cost of $75,000,000,- 
00. New schools costing $7,500,000,000 
yill need to be built. Added billions will 
«9 into new automobiles, new washing 
nachines, vacuum cleaners, refrigerators, 
household equipment of all kinds. Some 
of the expected increase in production 
will be due to the bigger population. But 
quch of it will be due to new inventions 
ud improved methods, which normally 
sep up production per man-hour by 2 per 
cent a year. 

Individual incomes for spending will 
be 27 per cent higher 10 years ahead than 
they are now, if the picture drawn by 
the President’s Advisers becomes a reality. 
This assumes a dollar of constant value, 
and hours of work that are the same as 
yow. Actually, however, many people will 
want to work fewer hours. In that case, 
hey can take part of their added income 
in greater leisure instead of more goods. 
They will become the customers for 
hotels, summer resorts, steamship lines, 
railroads, busses, air lines, theaters, swim- 
ming pools and a variety of other attrac- 


tions in the expanded recreation industry 
that will grow up. 

Agricultural production 10 per cent 
above the present level is suggested as a 
10-year goal. With higher incomes, people 
will demand even more and better food 
than they are eating now. Besides, with 
a bigger population, there will be more 
mouths to feed. In comparison with pre- 
war output, the suggested goal will in- 
volve a 25 per cent increase in crops and 
a 50 per cent increase in livestock. To at- 
tain it, farmers will have to use two or 
three times as much fertilizer as before 
the war, three times as many tractors, and 
more machinery of all kinds. 

The highway system also is to re- 
quire big expenditures in the years ahead. 
During the war, highways wore out 
faster than they were replaced. Now 
maintenance costs on many of them are 
so high it is more economical to rebuild 
them. Official surveys indicate that, with- 
in 10 years, at least 45 per cent of exist- 
ing highways will have to be rebuilt. In 
addition, there is the task of providing 
modern arterial highways into and out 
of cities. These tasks, together, will re- 
quire the spending of many billions of 
dollars. 

Capacity of basic industries wil] have 
to be increased, the President’s aides 


contend, if the over-all production goals 
are to be reached. For steel, petroleum 
products, coke and electricity, increases 
are proposed ranging from 20 to 50 per 


-cent. Right now, if freight cars and steel 


were more plentiful, bigger capacity 
would be needed in a number of indus- 
tries. But the output of steel is limited 
by shortages of coke, scrap, and rail- 
road transportation, as well as by lack 
of furnace capacity. Also, bigger fuel and 
power capacity is needed to keep pace 
with expansion already planned in other 
lines. Further study of this whole prob- 
lem is recommended by the planners, 
with a view to balanced expansion 
throughout industry as a whole. 

This long-range program, the planners 
concede, will not be possible unless the 
nation’s economy attains “permanent 
stability.” Meanwhile, gradual readjust- 
ments are needed, to avoid a depression 
that could result from the ending of ab- 
normal demands. 

A prosperous nation, busily turn- 
ing out needed goods for years ahead, is 
thus portrayed by Mr. Truman and his 
economic aides. But they insist that, be- 
fore any such dream can be realized, the 
inflation problem of the present must be 
mastered. The President now has placed 
that problem in the lap of Congress. 





—Ewing Galloway 


$75,000,000,000 FOR URBAN REDEVELOPMENT? 


. Mr. Truman‘s 
VARY 23, 1948 


economic planners see a bright new world of more homes, 


more goods, more leisure 
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Fighting the Next War: A Preview 


War, if it comes, will center 
on sabotage, air attack over the 
U.S., wide use of the. atom. 
That's the official view now. 

Attack may come in five years. 
It could be partly an inside job. 
Aim will be to destroy U. S. mili- 
tary strength, not U.S. cities, 
industries. 

New concept of war calls for 
a shift in present balance of 
U.S. air-seas-land defense. It 
may double the defense bill. 


A story of the next war—when it 
will come, what it will be like, how it 
will be fought—now can be given as 
those who must plan for war see it. 

The story is not dream stuff. It is told 
in a report to the President that outlines 
a basis for air defense of the United 
States. Armed services and private sources 
co-operated in developing the story. 
Military planning is to be guided by it. 

War, if it comes, will be with Russia. 
That prospect is not stated bluntly in the 
report itself, but is obvious. 

The report, prepared by the Presi- 
dent’s Air Policy Commission, points to 
these conclusions: 

A war to be started by Russia is not 
likely within five years. War can come 
by 1953, or at any time after that. Russia 
within five years probably will have a 
stockpile of atomic bombs. She also will 
have bombers and other means of deliv- 
ering bombs by that time. At present, 
Russia has neither atomic bombs in 
quantity nor the means of delivering 
those bombs on U.S. territory. 

Sea contro! will lie in U.S. hands 
during the foreseeable future. Submarines 
for attack on shipping offer Russia the 
only means of challenging this country 
at sea. 

Guided missiles capable of covering 
5,000 miles and of striking big U.S. 
cities and air bases will probably be 
available within five years. These mis- 
siles, however, will be pilotless conven- 
tional aircraft. They will be slow and 
easily intercepted. A war based on them 
is not likely. 

Rockets and missiles of high speed, 
with the required 5,000-mile range, are 
likely to be available within 10 to 25 
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Plans for Countering 


years. These weapons will be of greatest 
importance in war. 

As a result, the Commission finds that 
war is more likely to be at least 10 to 25 
years away than 5 years away. A chance 
cannot be taken, however. Russia might 
not wait until it is fully prepared to 
attack. Then, too, Russia and U. S. could 
easily stumble into a situation where 
early war is the only outcome. New de- 
fense plans, as a result, must assume war 
coming as soon as 1953. 

Mass-destruction weapons are to 
be the key to how the war will be fought. 
To win with conventional weapons, a 
country must have air superiority, great 
industrial output, a very large fleet of 
aircraft. Russia can count on none of 
these. But Russia could inflict enormous 
damage with mass-destruction weapons 
even without air superiority. 

Biological weapons can create great 
damage to human beings, animals and 
crops. They might be delivered by air 
or placed by Soviet agents. Bacteria or 
virus pellets now known could be 
dropped in city reservoirs, could kill 
thousands of city dwellers within a week. 

‘ 


Uncle Sam's Atomic Dollars: 





How Costs for Atomic- 
Energy Development 
Will be Doubled 
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Expected Soviet Attack 


Other bacteria might be sprayed gy 
pastures and croplands a year or g9 
advance of a planned attack. All of thew! 
things now are theoretically possible, — 

Sabotage of this kind could get ¢y 
country off balance, cause trouble » 
some cities and cut the nation’s effect) 
working force. Mass inoculations fab 
time and equipment. Serious damag 
might be caused to U. S. before counte: 
measures could be taken. 

Atomic weapons, now getting ty 
priority in Russia, could cause eva 
greater destruction. The big danger wil 
come when Russia develops long-rang 
supersonic planes or missiles to delivg 
bombs of this type to U.S. targets, Iti 
not certain that the United States yi 
be the first to develop such aireraf 
Possibility exists, meanwhile, that som 


way might be found for enemy agensiat 


to plant atomic bombs at strategic spoiy 
within the country. 

A direct attack on the U.S., us 
these mass-destruction weapons, is 
sidered certain if war comes. This j 
assumed by the Commission regardlg 
of where the first shooting starts. M 
warning is expected. It will be an attad 
by air on military installations, 
primarily cities or factories. Such 
attack could not be turned back com 
pletely. 

Effect of this assault is expected 
be violent, though not an overwhelmi 
disaster. The nation will not be obli 
erated by the first blow. Military and ai 
installations might be knocked out, co 
munications crippled. But, even uwsiif 
long-range missiles with atomic wi 
heads, Russian attackers could destry 
only a few square miles with each mis 
sile. American population centers are big 
spread out. Atomic bombs are scarce ail 
several would be needed to destroy ay 
big city. This country still would beit 
a position to strike back. 

Even so, damage from such an atta 
would be great. Lives would be li 
important resistance center’ might ¥ 
wiped out. Radioactivity could imped 
bombed areas around strategic airfiel 
and near major cities. 

Invasion by air-borne troops mig 
follow this attack. That is possible 
U.S. defenses are unprepared, less likes 
if strong points are guarded. Mission ' 
any such invasion will be to capture st 
tegic points during confusion caused | 
the assault, Defense plans, the Comm 
sion conciudes, must assume a land 
by at least a few battalions ox suicid 
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mic wargparatroops, with more damage resulting. 
id dest U. $. strategy now shaping is to’pre- 
each misgjvent such an attack by making it obvi- 
rs are bigously too costly for Russia to try. U.S. 
scarce anlgtength is being built up toward a point 
estroy all here Premier Stalin must count on an 
yuld be iffmmediate and violent counterattack 

pgainst the heart of Russia. 
an attai™ Air policy is being planned around 
1 be loti core of up-to-date heavy bombers that, 
might bag case of attack on this country, could 
ld imped@pteak through Russia’s defenses and blast 
ic airfielleay with atomic bombs. The planners 

believe 700 fast bombers could do this 
ops mig b. Total air strength is to be doubled 
possible i the next two years, doubled again by 








less likeli if the report’s plan is accepted. 
Mission Atomic-bomb production is being 
pture ste epped up under this strategy, too. Out- 


caused Mes Tequested for atomic energy in the 
> Comigf’t ahead are almost double the rate of 
a landif pending cn the atom two years ago. 
o. suicilgje'2 is to spend more on atomic energy 
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ATOMIC BOMBS COULD BE DELIVERED BY ROCKETS AND 
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alone than was spent yearly on either the 
Army or Navy before the war. 

Bases from which counterattacks 
might be launched are being increased 
and built up. At least one base is to be 
returned to active status in North Africa, 
another is being manned in Saudi Arabia, 
a third is being expanded in Fairbanks, 
Alaska. 

Sea power also is considered impor- 
tant in making the U. S. threat effective. 
Ships would be needed to take and hold 
overseas bases for counterattacks on a 
large scale. Cargo vessels must bring in 
supplies. Warships must be available to 
combat Soviet submarines, to keep sup- 
ply lanes open. Present naval strength, 
thus, is to be maintained and naval air 
strength increased somewhat. 

Land power, in peacetime at least, 
is not so important in this strategy. Rus- 
sia’s potential land army is huge. It could 
crush any land force this country could 
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BIOLOGICAL WEAPONS COULD DESTROY GROWING CROPS, POISON WATER SUPPLIES 
. . . if war comes in the future, it will come without warning, by air attack and through saboteurs 





muster without resort of the U.S. to a 
peacetime draft. This is true even with 
Britain’s help. As a result, no threat is to 
be made of a counterattack on land, no 
increase in Army strength is planned. 
Cost of this defense plan is high. By 
1953, that cost could be nearly double 
present Army, Navy and Air Force out- 
lays. Appropriations for actual armed 
strength this year are about $10,098,000,- 
000. Under the experts’ plan, they could 
total $11,590,000,000 for the year ahead, 
$13,200,000,000 for 1949, $18,000,000,- 
000 for 1952. These estimates do not in- 
clude cost of atomic development. 
Basic U. S. defense, thus, is to be 
built on air power and the atom. This 
means a shift in the present balance of 
land, sea and air forces, It is designed to 
show Premier Stalin that he can’t win a 
quick victory before U.S. strength has a 
chance to build up to wartime size, that 
his chances of winning then will be slim. 
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RESISTING SOVIET PUSH IN BERLIN 


Nerve war by Russia is not go- 
ing to force the U.S. out of Ber- 
lin. But more trouble is ahead. 

Russians can make life miser- 
able for Americans. Food sup- 
plies are vulnerable. So is fuel 
and other equipment. 

Heckling campaign in Berlin 
means higher costs for U.S. this 
winter, but no shift in occupation 
policies. 


Nine thousand Americans in Berlin 
now are feeling the pressure of a Rus- 
sian campaign to force them from the 
city. U. S. occupation authorities are 
determined to stay on, but some offi- 
cials predict they'll be out of the city 
within the year. 

What is happening in Berlin is a 
Russian-inspired campaign to annoy and 
heckle American soldiers and _ civilians 
living on an American island deep inside 
Russia’s zone of occupation. 

On the surface, life is no different 
now than it was when the occupation be- 
gan. Boundaries around Russia’s section 
of the city are not prominently marked. 
Crossing into Russian territory is about 
like crossing a street in New York. Rus- 
sian authorities, officially, pay no atten- 
tion to the American men, women and 
children who occupy the city with them. 

Beneath the surface, however, pres- 
sures are being applied. Occasionally 
Americans are shot at or arrested. Carry- 
ing a camera into the Russian zone may 
mean three hours of questioning. U. S. 
supply trains run into delays and red 
tape. Germans working for Americans 
get hints to find new jobs. Soviet-backed 
newspapers in Berlin pointedly ask the 
Americans why they don’t go home. 

The effect of the campaign of an- 
noyance is to make the Americans acutely 
aware of their position in Berlin, as shown 
by the accompanying map. They are sur- 
rounded by miles and miles of Russian 
territory. Their food and supplies must 
come through a narrow supply route that 
links them with the outside world, the 
British zone, 100 miles away. 

The supply route is open now through 
Russian co-operation. But, even so, food 
trains occasionally are late and boxcars 
are looted. Trouble between the U.S. 
and Russia, if it comes, could cut the 
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Reported from BERLIN 


American colony off as abruptly as the 
Americans in Manila were isolated by 
Japan. The supply line could be severed 
on a moment’s decision. Food and equip- 
ment then would have to be flown in. 

Life in Berlin is not being disturbed 
too much by the “nerve war” now going 
on. Americans work at their jobs, their 
wives keep house and their children go to 
school much as they would in an Ameri- 
can city. But they talk about these things 
that form a backdrop to the Communist- 
inspired attacks on U. S. occupation poli- 
cies. 

The United States has fewer than 
4,000 combat troops in the city. Most of 
the other Americans are occupation of- 
ficials or civilian employes of the Military 
Government and their families. 

Russia, on the other hand, keeps 70,- 
000 combat troops in or near Berlin. The 
number could be boosted into the mil- 
lions if trouble should come. 

Politically, the Russians have the up- 
per hand. Even though the Social Demo- 
cratic Party, friendly to the U.S., polled 
almost half the vote in the elections two 
years ago, the Russians have been able to 
keep most of the power. The pro-Commu- 
nists they appointed when they first 
moved in still are in office. 

German labor unions are led by pro- 
Communists hostile to the U. S. occupa- 


Berlin--Western Island 
In the Soviet Zone 





All Berlin-bound traffic 
from British, French and 
4S. must keep to 
this Russian-approved route. 
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tion policies and to the Americans 
are enforcing them. Communist-baq 
candidates got only 30 per cent of} 
vote in union elections last year. But} 
have managed to hold on to the le 
ship. The city-wide federation of 
unions is run by the Communists, 

The newspapers, too, are hey 
pro-Russian. Nine Russian newspgy 
have a combined circulation of 3,100 
Two U. S.-licensed newspapers sell 3 
000 copies a day. The British }j 
licensed three papers with combined 
culation of 625,000, and the one Fre 
paper sells 250,000 copies. 

Occupation sectors in the city ar 
up in a way that gives the Russians { 
advantage in a “nerve war.” Russia g 
cupies the largest segment of Berlin’s 4 
square miles. Her territory is the m 
damaged, too, but it remains the i 
dustrial and political center of the i 
Americans have a heavily populated reg 
dential district. So do the British, 
French sector is the smallest in Ber 

Idea in Berlin is that Moscow is 
likely to make any formal attempt 
force the Americans or British out, 
could mean, at the least, that Rus 
would have to take over the job of feel 
ing the city. At the most, it could me 
war. Instead, the winter campaign is « 
pected to involve indirect, but increased 
harassment to make life uncomfortal 
for citizens of the other occupyia 
powers. 

The U.S. Military Government reco: 
nizes the situation and answers with & 
rect statements that American forces wij 
not get out of Berlin before the Russia 
do. Some Americans are being moved t 
Frankfurt. But such important offices 
that of Gen. Lucius D. Clay, the Amet 
can commander, will stay in Berlin. 

The cost to the U.S. for standing y 
to Russia’s nerve war is growing. 

Food for the Germans in the U. 
sector costs $6,000,000 a month. Ina 
dition, the U. S. is taking over the expens 
of feeding Germans in the British seca 
of the city, and later may be feeding ti 
French zone. On top of that, the U.S 
supplying coal and raw materials for Ce 
man plants. 

An evacuation of Berlin is not like 
however. The U. S. takes the attitude thf 
deserting the city would be more cos 
—in terms of lost political influence-th 
staying on. Russian annoyances 4 
counted as part of the price Americ 
have to pay this winter to keep their p 
sition intact in Berlin. 
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INDUSTRIAL WORKERS 





WISCONSIN 











The Right Place For Your New Plant 


TWENTY-FOUR MILLION INDUSTRIAL WORKERS! The largest passenger and freight service, including 
greatest “pool” of labor in America! All concen- pickup and delivery... fine highways... direct-to- 
trated in the 13 states and District of Columbia, dock service to principal ports, both Atlantic 
served by the Pennsylvania Railroad. Other and Great Lakes ... abundant industrial 
advantages: the nation’s biggest markets... the power and natural resources... favorable taxes. 


A Good Place to PLAY 


MODERN PLANTS... good working conditions IDEAL COMMUNITY LIFE... good homes, good VARIETY OF RECREATION. .. Ocean and Great Lakes 
Is for Ge ...g00d wages—that’s why the region’s labor schools, good stores, every modern con- beaches ... mountains... lakes. . . streams 
‘Stays put.” venience and service. , ideal camping spots... all sports. 
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“HOME MOVIES,” by Stevan Dohanos. Number 12 in the series ‘Home Life in America,” by noted American illustrators. 
than 25 
costs no 
up $7 
eight ye 
Most 


cer belongs...enjoy it ‘= me 


In this home-loy ing land of ours ... in this America of kindli- 


ness, of friendship, of good-humored tolerance . . . perhaps no 
beverages are more “at home” on more occasions than good 
American beer and ale. 

For beer is the kind of beverage Americans like. It belongs— 
to pleasant living, to good fellowship, to sensible moderation. 
And our right to enjoy it, this too belongs—to our American 


heritage of personal freedom. 
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WHY FEDERAL COSTS STAY HIGH 


Rising Outlay for Defense and Aid Abroad 


Taxpayers are stuck with high- 
st Government. No escape is in 
sight. 

Things that were incidental a 
i) Mew years ago dominate federal 
i Egending now. Interest costs 
Brearly as much as the whole fed- 

eal income in 1939. United 
Sates relief abroad costs much 
pre than the New Deal spent 
# domestic relief. 

: is is the real lesson in Mr. 
yman’s whopping new budget. 


Mr. Truman is asking Congress to 
thim have nearly $40,000,000,000 to 
end in the year that starts next 

y 1. That is $2,000,000,000 more 

an is being spent this year, the year 

tends June 30. 

Bpending by Government in peace- 

fe is running into levels difficult for 

country to understand. The United 

tes fought the whole of World War I 

feonsiderably less money than it now 

ps to run a peacetime Government 

a single year. Back in New Deal 
years, taxpayers used to complain about 
$9,000,000,000 budgets. That was less 
than 25 per cent of what Government 
costs now. Taxpayers today are putting 
up $7 for every $1 they put up only 
eight years ago. 

Most people, including many Con- 
gessmen, still wonder where all the 
money goes. A year ago, Congressmen 
proclaimed that Government spending 
would be held down to $32,000,000,000. 

ee Ayear earlier, there was talk of a $25,- 
wm (00,000,000 budget. Some even talked 
of $18,000,000,000. 

To get an idea of what is happening, 
itis necessary to look back to years be- 
fore the war. 

Nine years ago, in the fiscal year 
that ended June 30, 1939, the Govern- 
ment's books showed this: 

Income: $5,165,000,000. 

Outgo: $9,027,000,000. 

Deficit: $3,862,000,000. 

That was the record for one of the 
biggest spending years of the New Deal, 
with various programs of relief and pub- 
lie works totaling $3,242,000,000. 

This year, known as the 1948 fiscal 
year, Congress wanted to hold spending 
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down to $32,000,000,000 or less. Instead, 
here are the official estimates: 

Income, without tax cuts: 
000,000. 

Outgo: $37,728,000,000. 

Surplus: $7,482,000,000. 

Next rear, the 1949 fiscal year be- 
ginning July 1, Government will be even 
costlier, if Mr. Truman has his way. Here 
is his budget: 

Income: $44,477,000,000. 

Outgo: $39,669,000,000. 

Surplus: $4,808,000,000. 

Taxing and spending thus are to con- 
tinue at levels that dwart anything ever 
seen in New Deal years, or in any previ- 


$45,210- 


as well as a new scale of federal spending. 
Things that used to be incidenta! . the 
budget now dominate federal spe..ding. 
While Mr. Truman probably will not get 
all the money he wants to spend, the 
dream of an $18,000,000,000 budget or 
a $25,000,000,000 budget is not to be 
realized in any early year. 

Cost of war becomes the real key to 
high-level postwar spending. 

National defense is budgeted for 
$11,025,000,000 in the year beginning 
July 1, which is $279,000,000 more than 
this year. 

Universal military training is down for 


$400,000,000. That probably will be 





BETWEEN TWO BUDGETS 
Director Webb finds this year’s volume lighter—but costlier 


ous period except at the height of World 
War II. An examination of what the 
Government is up against shows why. 

Over all, Congress finds this: 

War and the effects of war, under Mr. 
Truman’s budget, account for $31,376,- 
000,000 of the spending estimated for 
fiscal 1949. In other words, five budget 
items directly related to war—outlays for 
national defense, aid abroad, veterans, 
interest and tax refunds—make up 79 per 
cent of the budget. In 1939, these five 
items totaled only 29 per cent of spending. 

All other programs account for only 
21 per cent of outlays under the new 
budget. In 1939, programs other than the 
five listed above represented 71 per cent. 

This means that war has saddled Amer- 
ican taxpayers with a whole new pattern 


saved, as Congress is unlikely to author- 
ize the program any time soon. 

New aircraft will cost $900,000,000, an 
increase of $150,000,000. Outlay here 
probably will be even higher in the 
year beginning July 1, 1949. 

Stockpiling of critical materials is to 
cost $305,000,000, up $195,000,000. 

Pay and keep of military personnel are 
estimated at $4,709,000,000, without any 
pay raises. Average cost per man is two 
and one-half times as high as before war. 

New ships for the Navy will cost 
$312,000,000, if budget requests are 
granted. That is $34,000,000 more than 
ships are costing this year. 

Atomic-energy research, which does 
not appear as a defense item in the 
budget, is scheduled to cost $674,- 
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000,000, nearly $200,000,000 more than 
this year. That is more than the whole 
Navy cost in 1939. 

As long as relations with Russia are 
strained, Congress will go slowly in 
cutting defense outlays. Final defense 
budget for next year probably will run 
at about this year’s level. 

Aid abroad offers more ground for 
savi:.. Mr. Truman wants $7,009,000,- 
000, ...at is three times as much as do- 
mestic relief used to cost in New Deal 
years. Aid to other nations is estimated at 
$5,533,000,000 this year. Of the new esti- 
mate, $4,000,000,000 would be for Mar- 
shall Plan aid to Europe. That program 
is to get a thorough going-over in Con- 
gress, Chances are strong that $1,500,- 
000,000 will be lopped off cost of aid 
abroad. 

Veterans’ aid costs are placed at $6,- 
102,000,000, which is $530,000,000 less 
than this year. Veterans’ programs, even 
so, are to cost nearly as much as the 
whole federal outlay in the fiscal year 
1934, the first full year of the New Deal. 
With a business setback, unemployment 
benefits might run the cost of veterans’ 
aid much higher. In any case, costs are not 
apt to go below Mr. Truman’s estimates. 

Interest on the public debt is placed 
at $5,250,000,000, only $50,000,000 
higher than this year. That assumes the 
Government can hold its average interest 
to just a little over 2 per cent. In the 


How the Emphasis 
Has Shifted 


ce | 


$2 667,000,000 


For National Defense, 

Foreign Aid, Veterans, 

Interest & Tax Refunds 
Source: Budget Bureau 


20 


+6,366,000,000 e 
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middle of World War I, the whole yearly 
income of the Government was less than 
interest costs now. 

Tax refunds, estimated at $2,049,- 
000,000, are to drop to $1,990,000,000. 
This is a fixed charge. 

Here, then, are five items, all directly 
related to war, that add up to $31,376,- 
000,000. Congress will hardly cut them 
by more than $2,000,000,000. They still 
will cost $11 for every $1 that the same 
programs cost in 1939. 

Other things are more flexible. But, 
all told, the remaining items make up 
only 21 cents out of the budget dollar. 
Savings, thus, are limited. 

Farm aid is down for $906,000,000, 
compared with $614,000,000 this year. 
Increases are mainly for loans by the 
Farmers Home Administration and Rural 
Electrification Administration. Mr. Tru- 
man assumes only small outlays for price 
supports, as he anticipates no price break. 
If such a break should occur, support 
costs could run high. 

Social-welfare programs are placed 
at $2,028,000,000, up $68,000,000 over 
this year. Of the total, $116,000,000 
would finance new assistance outlays that 
Mr. Truman wants. This amount, how- 
ever, may be saved, as Congress appar- 
ently is not ready to broaden Social 
Security programs. 

Housing aids, under Mr. Truman’s 
program, are to cost only $38,000,000, 


$31,376,000,000 
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against $113,000,000 this year. In th 
year ending last June 30, these costs wep 
$403,000,000. The drop is due 

to curtailed public-housing programs, x 
payment of previous housing loans, and 
small losses on federal guarantees, 

Resource development, including 
atomic-energy research, is estimated ty 
cost $1,626,000,000, a $447,000,000 ip. 
crease. Higher outlays are expected fy 
flood control, reclamation and _ atomjy 
energy. There may be some room fry 
cutting here, although many of theg 
projects will get strong backing in » 
election year. 

Roads and other transportation ay 
communication costs are placed at $1, 
646,000,000, up $83,000,000. Increase 
are mainly for highways, rivers and ha. 
bors, and aviation. These progr: ims, too, 
will have wide appeal this year. 

Education is down for $387,000,000 
against $77,000,000 this year. This jp. 
cludes $290,000,000 for federal grants 
to States for elementary and _ secondary 
education. Such grants probably wil 
not be authorized by Congress. 

Inflation controls and other programs 
affecting finance, commerce and industy 
are expected to decline from $379, 
000,000 this year to $190,000,000 nex 
year. This year’s cost is high, because the 
War Damage Corp. profits are being 
written off and paid into the Treasury, 

Labor programs go up in cost from 
$97,000,000 to $116,000,000. Mr. Tn 
man wants more money to administer the 
Taft-Hartley law, to restore statisticd 
services dropped this year, to improve 
employment services and to set up @ 
industrial safety program. 

General Government and reserve 
for contingencies are down for $1,357, 
000,000, against $1,593,000,000 this 
year. Principal saving is in the cost of 
disposing of surplus property, which 
drops from $357,000,000 to $56,000,000. 

The outlook, as all this adds up, i 
that high-cost Government is here t 
stay. Chances are that costs, after Cor 
gress gets through cutting, will be about 
as high in the year starting July 1 asa 
the year ending June 30. That assumes 
no business setback. If such a_ setback 
should occur in the next 18 months, & 
penses might go up sharply—for sud 
things as farm price supports, publi 
works and unemployment benefits. 

That’s on the spending side. On th 
income side, revenue would fall off with 
a business decline. Then the Governmett 
might. fall short of the $44,477,000,00 
Mr. Truman expects in revenue nel 
year. 

Leeway for tax cutting and debt ctt 
ting, therefore, may not be as wide & 
many have im: wined. How wide thé 
leeway will be is a problem that Congres 
must wrestle with in the months ahead. 
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Vote Impact of the Third Party 


Democrat Victory Plans, Despite Mr. Wallace 


President Truman figures he 
can win even with the third party 
of Henry Wallace in the field for 
the 1948 presidential race. 

Democratic strategy is being 
shaped toward winning without 
the votes of such States as New 
York, Ohio and Michigan. 

Mr. Wallace’s party is turning 
electoral votes of some States 
toward the Republican Party. But 
Mr. Truman still can win. 


The presidential race of 1948 still is 
wide open. The entrance of Henry A. 
Wallace with his third party does not 
necessarily ¢ ¢ the victory to the Re- 
publicans. President Truman has a 
good fighting chance to win against 
any Republican except General of the 
Army Dwight D. Eisenhower. 

That is the way Democratic strategists 
are figuring now. It is the base upon 
which President Truman is building his 
present campaign strategy. 

A Democratic analysis of the pres- 
ent situation, with Mr. Wallace in the 
race, indicates that Mr. Truman stands to 
lose such big electoral-vote States as 
Ohio, Michigan,. New Jersey and New 
York. He would have a tight squeak in 
such States as Pennsylvania and Illinois. 
Here the Wallace blow would hurt. 

Nevertheless, even with the loss of 
Ohio, Michigan, New Jersey and New 
York, Mr. Truman. still could) capture 
enough votes in the Electoral College to 
win the Presidency. That is what the 
present showing of strength in the Gal- 
lup polls adds up to when laid against 
the political hold that the two parties 
have upon the various States. 

The political situation as it now 
stands is this: 

Solidly Democratic States. In 13 
States with 127 electoral votes, the 
Democrats hold every congressional seat, 
both House and Senate, and the governor- 
ships. Mr. Truman figures on carrying 
these States. They are Alabama, Arizona, 
Arkansas, Florida, Georgia, Louisiana, 
Mississippi, New Mexico, North Carolina, 
Rhode Island, South Carolina, Texas and 
Virginia. 

In five other States, Democrats hold 
the governorships and most of the Senate 


22 


and House seats. They expect to hold 
these States and add their 45 electoral 
votes to the 127 from the solid States. 
This would give them 172 electoral votes. 
The States are Kentucky, Maryland, 
Oklahoma, Tennessee and Utah. 

Evenly divided States. House and 
Senate seats and governorships are al- 
most evenly divided between the two 
parties in five other States, which have 
24 electoral votes. The States are Colo- 
rado, Montana, West Virginia, Nevada 
and Wyoming. 

If the Democrats could add these 24 
votes to their 172, it would give them 196 
of the 266 electoral votes needed to win. 
But they lost Colorado and Wyoming in 
1944. In spite of recent shows of strength 
there, they might lose them again. If so, 
they would get from these 23 States a 
total of 187 electoral votes. 

Solidly Republican States. In 11 
States, the Republicans have a solid grip. 
They hold all the House and Senate seats 
and the governorships. These States have 
65 electoral votes, which the Democrats 
have little or no hope of jarring. These 
States are Delaware, Iowa, Kansas, 
Maine, Nebraska, New Hampshire, North 
Dakota, Oregon, South Dakota, Vermont 
and Wisconsin. 

Republican leaners. Fourteen other 
States, with 270 electoral votes, are lean- 
ing toward the Republicans. Here, Re- 
publicans hold a majority of the Senate 
and House seats and most of the gover- 
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norships. These States are Califomig 
Connecticut, Idaho, Illinois, Indiana, Mag. 
sachusetts, Michigan, Minnesota, Mis 
souri, New Jersey, New York, Ohio, Penp. 
sylvania and Washington. These are the 
States in which the Presidency will he 
won and lost. 

These battleground States hol 
the electoral votes that will swing the 
election. If Mr. Truman is to win, he 
must have from 70 to 79 electoral votes 
from these States, the number depending 
upon whether he carries Colorado anf 
Wyoming. 

Franklin D. Roosevelt carried all but 
two of these battleground States in 1944 
He lost Indiana and Ohio. In that eleg 
tion, Mr. Roosevelt’s vote-drawing power 
was the weakest of his four presidential 
elections. The polls indicate that, if the 
election were held today, Mr. Truman § 
would run at least as well as Mr. Roose @ 
velt ran in 1944. ‘| 

The Wallace strength, as depicted 
in Gallup polls in New York State, would 
range from 13 to 18 per cent of the total 
vote, dependent upon who was the Re 
publican candidate. The middle groundis 
15 per cent for Mr. Wallace, with 10 per 
cent of the votes coming from the Demo 
crats and 5 per cent from the Republicans 
and from new voters. 

Mr. Wallace would draw his largest 
number of votes in a race against Senator 
Robert A. Taft, of Ohio, and Mr. Truman, 
his fewest in a race against General Eisen 
hower and Mr. Truman. But Mr. Truman 
would run better against either Senator 
Taft or Governor Thomas E. Dewey o 
New York than he would against General 
Eisenhower. 

This means that, if the election wer 
held today, Mr. Truman would defeat 
any Republican candidate except General 
Eisenhower, assuming that the New York 
percentage figures fixed for Mr. Wallace 
in the polls held true for the rest of the 
battleground areas. In the 14 States, it 
would look like this: 

California: Mr. Roosevelt carried the 
State in 1944 by 400,000. If Mr. Wallace 
carved 10 per cent off the Democratic 
vote, Mr. Truman still would carry the 
State by more than 200,000 votes. 

Connecticut: In 1944, Mr. Roosevelt 
got the State by 45,000 votes. A 10 pet 
cent drop in the Democratic vote, and 
juggling of the Republican vote to fit the 
5 per cent cut, would give the State t 
Mr. Truman by about 20,000 votes. 

Idaho: In 1944, Mr. Roosevelt 
squeaked through by a 7,000-vote major 
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How Mr. Truman Could Win the Election 


_. THE DEMOCRATS ARE FIGURING ON... 


bea 


ght 
see 


r 
ryt 





iy. The Wallace percentages would thin 
Mr. Truman’s margin down to about 
2000 votes, but he still would get the 
State. 

Illinois: Mr. Roosevelt got Illinois by 
140,000 votes in 1944. The Wallace 
andidacy would trim down Mr. Tru- 
man’s margin, but the Democrats still 
would hold the State. 

Indiana: Mr. Roosevelt lost Indiana 
in 1944. So would Mr. Truman in 1948. 

Massachusetts: The Wallace candi- 
daey would cost Mr. Truman only 103,- 
000 of the’114,0U0-vote margin by which 
Mr. Roosevelt carried the State in 1944. 

Michigan: The 22,000-vote margin by 

ich Mr. Roosevelt carried the State in 
1944 would be swallowed up by the Wal- 
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lace candidacy. Mr. Truman would lose 
here. 

Minnesota: Mr. Roosevelt «won by a 
62,000-vote margin in 1944, and Mr. 
Truman would hold the State. 

Missouri: Despite a Democratic mar- 
gin of 46,000 votes in 1944, Mr. Truman 
probably would lose his home State. 

New Jersey: The State would go Re- 
publican. It stayed Democratic by only 
26,000 in 1944. 

New York: Here again the Republi- 
cans would win. 

Ohio: Mr. Roosevelt lost the State in 
1944. So would Mr. Truman in 1948. 

Pennsylvania: Mr. Roosevelt got the 
State by 105,000 in 1944. Mr. Truman 
would manage to hold it by 3,000. 


Washington: Mr. Truman would hold 
this State easily. 

The net result would give Mr. Tru- 
man 25 electoral votes from California, 
8 from Connecticut, 4 from Idaho, 28 
from Illinois, 16 from Massachusetts, 11 
from Minnesota, 35 from Pennsylvania 
and 8 from Washington—a total of 135. 

These, added to the 187 that the Dem- 
ocrats feel fairly sure about, would give 
Mr. Truman 322 electoral votes, or 56 
more than he needs to win. He could lose 
either Illinois or Pennsylvania, as well as 
New York, and still win. 

The Democratic strategy envisages the 
loss of several big States in the Wallace 
push. But Democrats still think Mr. Tru- 
man can win. 
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HIDDEN U.S. AID FOR BRITAIN 


Reported from LONDON and WASHINGTON 


U.S. arms and dollars are 
lightening the load for Britain. 
Americans are moving in to fill 
the gaps in world defenses. 

It means indirect financial aid 
for the British ahead of the Mar- 
shall Plan. Savings to London go 
above $1,000,000,000 a year. 

Question is whether overseas 
tasks, now undertaken by the 
United States, ever can be laid 
down again. 


The United States now is taking 
over world police duties from Great 
Britain. This shift is to save the British 
well over a billion dollars a year. 

American money, troops and warships 
are replacing Britain’s from Germany to 
the Middle East, and in the Pacific. The 
British, by reducing their own armed 
forces, are able to get man power needed 
for home industries. 

What this changing situation amounts 
to is indirect financial aid from the U. S. 
to help Britain squeeze through the win- 
ter until she can get direct aid under the 
Marshall Plan. But the overseas commit- 
ments, and many of the expenses, being 
taken on by the U. S. may continue from 
now on. 

World burdens are being picked up 
increasingly by Americans as the British 
withdraw from territories they have de- 
fended for years. Many Britons doubt 
that they ever again will be able to finance 
the position they held abroad before the 
war. Details of bills the U.S. is footing 
are these: 

In Western Germany, the U.S. is to 
save Britain $400,000,000 this year in 
dollar costs. The United States is assum- 
ing all the dollar expenses of feeding Ger- 
many and supplying raw materials. This 
will double the American bill, making it 
$800,000,000 in 1948. Another $2,500,- 
000,000 is to be spent in the next four 
years under the Marshall Plan, if Congress 
approves. 

In Greece, American aid has enabled 
Great Britain to withdraw all but 5,000 
of her troops. The rest are scheduled to 
leave this year. 

In the two years before the United 
States moved in, the British spent about 
$360,000,000 in Greece. The United 
States is planning to spend much more. 
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And spreading civil war may force the 
U.S. to spend more than it plans. 

Already, $25,000,000 worth of surplus 
property is being added to the $300,000,- 
000 Congress has voted for aid to Greece. 
Another $473,000,000 is to go to the 
Greeks in the European Recovery Pro- 
gram now before Congress. Military ad- 
visers from the U.S. Army are being sent 
to Greece in increasing numbers. 

If American troops follow them, ex- 
penses will mount further. It costs the 
U.S. Army about $3,300 a year to main- 
taina soldier. On this basis, every 


Trans-Jordan has been granted inde. 
pendence. Ground forces have been jp. 
moved from Iraq. Bases in Egypt have 
been evacuated and 100,000 Britis, 
troops have been moved to the Sue, 
Canal Zone and.the Sudan. British forces 
in Palestine have been reduced from 100. 
000 to 70,000, Now, on United Nations 
insistence, these troops are to be with. 
drawn by August 1. Military expenditures 
in Palestine alone have been Costing 
Britain about $160,000,000 a year, 

To replace British forces in the Midd 
East, the U.S. so far has set up only one 





PART OF A $100,000,000 POOL 
The Turkish Navy learns about a surplus U.S. submarine 


1,000 troops the U.S. sends to Greece 
will cost American taxpayers $3,300,000. 
In Turkey, British aid under the An- 
glo-Turkish military alliance is being re- 
placed by deliveries of military supplies 
from the United States. Submarines, naval 
vessels, warplanes and munitions worth 
$100,000,000 are being transferred to the 
Turks. Another $18,000,000 is to go to 
Turkey under the Marshall Plan. 

In the Mediterranean, Britain is cur- 
tailing its Fleet, closing wartime bases 
and cutting garrisons up to 50 per cent. 
American military power is moving in to 
fill the gap. 

The U. S. Air Force is reopening a base 
in Libya, used during the war as the 
main take-off point for planes bombing 
the Balkans. The U.S. Navy is maintain- 
ing a peacetime Fleet in the Mediter- 
ranean for the first time in many years. 

In the Middle East, American readi- 
ness to defend oil resources against attack 
is enabling Britain to retrench on a large 
scale. 


air base, a B-29 field in Saudi Arabia. The 
commitment to defend the Middle East, 
however, may force the United States to 
maintain a large military establishment 
for many years to come. And, if violence 
continues between Arabs and Jews in 
Palestine, armed forces may have to be 
dispatched there by the U.N. The e- 
pense of this operation would fall largely 
on the United States. 

Reduction of British forces by 
more than half a million men is being 
made possible by the action of the United 
States in taking over London’s commit 
ments overseas. 

Total British man power under ars 
a year ago was 1,427,000, Two months 
from now the Army, Navy and Air Force 
will number 937,000 men, Further reduc 
tions to less than 870,000 men are 
planned in the remainder of 1948, I 
fantry regiments already are being cut 
down from two battalions to one. 

Garrisons overseas, which totaled 
500,000 men last August, will be down 
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to 300,000 by April. Some 34,000 Empire 
troops, mainly from India, also are being 
returned home. Dominion status for India 
js enabling 30,000 British troops to be 
withdrawn. Other forces are being 
brought home from Burma, which now 
is independent. Garrisons are being re- 
duced in Germany and Austria, as well 
as in the Middle East. 

The Royal Navy, bulwark of the Brit- 
ih Empire for hundreds of years, has 
yielded to the U.S. Navy its status as the 
world’s greatest. Britain’s Pacific Fleet 
has been reduced to the vanishing point. 
There is a possibility that the huge naval 
bases at Singapore and Hong Kong will 
be abandoned. Virtually the entire fleet air 
am has been withdrawn west of Port 
Said. 

The Home Fleet has been reduced 
for the time being to one cruiser and four 
destroyers. It contained 67 ships before 
the war, including 5 battleships, 2 battle 
cruisers, 6 cruisers and 2 carriers. 

Military expenditures are being 
slashed to new postwar lows. The British 
spent $6,600,000,000 on their armed 
forces in the fiscal year ending last April. 
This year’s budget called for spending 
$3,600,000,000, but efforts are being 
made to cut this amount by at least 
one fifth. This saving of about $700,- 
000,000 is being made possible by U. S. 
action in assuming British burdens 
abroad. 

In 1946, when the British still were 
attempting to maintain their traditional 
tle in the world, expenditures on armies 
abroad and other overseas commitments 
almost equaled their dollar-trade deficit 
of $1,400,000,000. In the two years fol- 
lowing V-J Day, the British spent more 
money overseas than they received from 
the American loan of $3,750,060,000. 
This year, overseas spending will be little 
more than $400,000,000. 

Most of Britain’s overseas spending, 
however, has been in pounds sterling. 
Most of her present savings, as a result, 
will be in sterling. Dollar savings are 
limited largely to the $400,000,000 to be 
saved in Germany. 

A dollar deficit is Britain’s primary 
problem. In spite of efforts to cut down 
on imports and boost exports in trade 
with dollar countries, Britain’s essential 
purchases still exceed sales. The Bank of 
England’s reserves of gold and dollars 
are being drained at a rate of almost 
$3,000,000,000 a year. 

Military cutbacks now going on can 
help to slow that drain. As the U.S. 
moves out into the world, Britain can 

ring men home and get them working in 
export industries. This indirect aid from 
America, coupled with self-help measures 
at home, promises to carry the British 
through their financial troubles until the 
Marshall Plan begins. 
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THE U.S. MOVES IN... . . . AS BRITAIN MOVES OUT 
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WHERE RELIEF DOLLARS WILL GO 


Britain, France, Italy as Main Beneficiaries 


Britain, France and Italy get 
most dollars under the Marshall 
Plan. Relief for Germany is a 
sizable sum. 

The Plan is to spend $6,800,- 
000,000 in the first 15 months. 
Not all that money goes directly 
to U.S. business. 

More than a third goes to Can- 
ada and Latin America. They are 
to provide a big share of the 
goods Europe gets. 


The way billions of dollars in aid to 
Europe will be spent, if Congress ap- 
proves, is outlined here. For the first 
time, a taxpayer can get a line on 
which countries are to get how many 
dollars to use for what purposes. 

Britain, France and Italy are to get the 
lion’s share of Marshall Plan dollars. 
More than one third of these dollars, put 
up by U.S., are to be spent for com- 
modities actually supplied by Canada 
and Latin America. 

In what follows is a thumbnail report 
showing, country by country, what prob- 
lems are to be met with aid; the number 
of dollars requested for the first 15 
months; the use planned for those dollars 
if provided. The report was made for 
Congress by the Department of State. 

Great Britain is unable to earn its 
way in the world at this time. Britain 
again in 1948 will fall short of a balance 
in trade with the outside world. The 
Marshall Plan is designed to keep Britain 
going. The Plan is this, for the 15 months 
starting April 1, 1948, and ending June 
30, 1949: 

The U.S. is to furnish the United 
Kingdom with goods worth $1,467,100,- 
000. Britain, if possible, is to send to the 
U.S. goods worth $404,900,000. The 
difference, plus a deficit in shipping 
charges and other services, adds up to 
ebout $1,132,200,000. That is to be 
financed partly by loans, partly by gifts. 
Also, the U.S. is to finance most of the 
$1,357,300,000 bill the British expect to 
run up with Canada and Latin America 
in this period. 

Products from the U. S. will include, it 
is estimated, 6,610,000 tons of gasoline 
and oil; 556,000 tons of iron and steel; 
$83,600,000 worth of electrical, coal 
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mining and farm machinery; $240,800,- 
000 worth of foodstuffs. A “principal ex- 
port from Britain to U.S. will be 63,000 
tons of finished steel items. 

The idea is to help Britain repair her 
industry and by 1952 push output 25 per 
cent above the prewar level. Postwar 
aid to date includes a $3,750,000,000 
loan, now largely used up. British output 
at present is near prewar, as a result of a 
recent spurt. The public is taking another 
cut in food, clothing and household goods. 
Cigarettes sell for 65 cents a pack. Pleas- 
ure driving is banned. Housing is being 
cut back. 

France. The goal for France is to 
raise output by 1952 to a level 40 per cent 
above 1938. A_ prosperous France _ is 
considered essential as a base against 
Communism. France is suffering from 
the smallest crop in a century during 
1947, from Communist disturbances, bad 
weather, inflation that boosted meat 
prices to $4 a pound. 

France and her dependencies are listed 
to get $1,153,100,000 worth of U.S. 
goods in the first 15 months of the Mar- 
shall Plan. Postwar aid to date is valued 
at about $2,326,000,000. The French ex- 
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BIGGEST SLICES: $2,479,000,000 FOR BRITAIN... 


pect to send to the U.S. merchandig 
worth $219,600,000 in this opening phag 
of the Plan. Altogether, counting service, 
the U.S. is to extend loans and gif 
amounting to a $1,261,000,000 defici 
with the U. S. and a $312,000,000 defici 
with Canada and Latin America. 

The Plan would provide France with 
867,000 tons of grain, 156,000 tons of 
cotton, 22,912,000 tons of coal, 7,477,00 
tons of oil, 318,000 tons of steel and 
iron, 3,700 motor trucks, from U,§, 
France’s exports to the U.S. are to be 
mostly food and wine specialties. 

Western Germany. “Bi-zone Ge. 
many, occupied by U.S. and Britain, js 
down for considerable aid. The U.S. al. 
ready has spent $821,000,000 for relief 
there, not counting military occupation 
costs or surplus Army goods given away, 

Under the Marshall Plan the U.S. wil 
spend another $764,700,000, on a net 
basis, during the 15 months starting 
April 1. Net shipments of Canadian and 
Latin-American goods and services worth 
$230,200,000 will be financed by the 
U.S. The money will provide from the 
U. S. 2,900,000 tons of bread grains, 68. 
000 tons of cheese and milk, 58,000 tons 
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Best hopes from the program still spell tight rationing for Britons 
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of cotton, 97,000 tons of fertilizer, 6,250 
trucks and 20,000 freight cars. 

Factories in the bi-zone area turn out 
about 44 per cent as much as before the 
war. Farmers produce about 80 per cent 
as much as in prewar years. Food is the 
main problem for city people. Barter is 
replacing money because of inflation. The 
Marshall Plan is intended to outbid any- 
thing the Communists can offer and start 
the Germans back to self-sufficiency. 
Communists got 7.8 to 10.4 per cent of 
the vote in recent elections. 

Austria. Consumption of food in 
Austria is barely above the famine level. 
The U. S. has given Austria $277,900,000 
worth of aid so far, about $40 per Aus- 
trian. During the 15 months ending June 
30, 1949, the U.S. is to send Austria 
goods worth $145,600,000, mostly food 
and including 2,500 trucks. 

Austrian exports to U.S. may total 
$10,000,000 during this initial period. 
Total aid for Austria, planned as an out- 
right gift, will amount to $139,600,000, 
plus the U. S. share in a $54,600,000 defi- 
cit with Latin America. Austria, at a 
strategic European crossroads, resists 
Communism although Russia occupies 
part of the country. Communist candi- 
dates got only 5.4 per cent of the vote in 
1945. 

Htaly. Output of factories in Italy was 
up to 80 per cent of prewar levels when 
Communist-inspired strikes and disorders, 
plus shortages, cut production back. (See 
page 40., Italy’s long-range problem is 





overpopulation. Immediate troubles are 
strikes, inflation, uncontrolled black 
markets. 

U.S. plans to bolster the present mod- 
erate Government by providing $667,- 
300,000 worth of U.S. goods during the 
15 months starting April 1. That in- 
cludes grains, cotton, coal, 190,000 tons 
of iron and steel. Italy may export $40,- 
100,000 worth of fruit, olive oil and dairy 
products to the U.S. Latin-American 
and Canadian net shipments to Italy will 
amount to $243,700,000 during this 
period. All of this adds on to the $1,- 
689,000,000 of U. S. aid to Italy between 
September, 1943, and Dec. 31, 1947. 

Greece. The Communists’ open war- 
fare against the Greek Government makes 
Greece less likely to achieve economic 
recovery than any other country in the 
Marshall Plan. That is the official con- 
clusion. 

U. S. aid to Greece so far has amounted 
to $833,000,000. Of $3800,000,000 in 
emergency-aid funds, more than half 
already has gone into military uses. The 
trade deficit of $131,000,000 during the 
first 15 months of the Marshall Plan is to 
be met with another outright U. S. gift. 
Products sent to Greece will include 
4,500 trucks and $6,800,000 worth of 
farm machinery. U. S. probably is to pay 
the bill for Greece’s expected deficit of 
$63,000,000 with the rest of the Western 
Hemisphere. 

Turkey. Serious financial and man- 
power problems for Turkey arise from 
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. . . AND $1,573,000,000 FOR FRANCE IN AID BUDGET 
A 40 per cent boost over prewar production is the goal for French industry 
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her large standing Army—600,000 men 
out of a population of 19,000,000. This 
Army stands across Russia’s path. Since 
May, 1945, the U.S. has loaned Turkey 
$40,980,000 and authorized the grant of 
another $100,000,000 for Turkey’s armed 
forces. 

But Turkey expects to pay for what 
she gets under the Marshall Plan. 
Against purchases of $54,300,000 worth 
of U.S. goods, including 6,000 trucks, 
Turkey hopes to sell the U. S. $63,000,- 
000 worth of fruits, tobacco, ores, etc. 

Elsewhere in Europe, the Marshall 
Plan provides the following, in the first 
15 months: 

Holland, Belgium, Luxembourg are 
slated to get $949,000,000 worth of 
U.S. merchandise. Exports to U.S. will 
amount to $138,000,000. Total deficit, 
counting services, amounts to $876,000,- 
000 with the U.S. and $483,000,000 
with Canada and Latin America. From 
the U.S. these countries hope to get 
735,000 tons of bread grains, 5,140,000 
tons of coal, 2,720,000 tons of oil, 18,410 
motor trucks. Exports to the U.S. will 
include food specialties. 

Switzerland asks for no money hand- 
outs. The Swiss want an assured flow of 
needed goods, particularly coal, oil, 
grains, iron and steel. The Swiss expect 
to sell the U.S., Canada and Latin 
America about $26,100,000 worth of 
goods and services above the value of 
goods and services bought from the West- 
ern Hemisphere. 

Portugal expects to buy from the U. S. 
goods worth $43,000,000 more than she 
sells. But Portugal counts on paying off 
with gold, and may lend money to other 
countries in the Marshall Plan. 

In Northern Europe. Sweden plans 
for a total deficit during these 15 months 
of $75,600,000 with the Western Hemi- 
sphere, about two thirds of it with the 
U.S. Sweden is to get loans, not gifts. 
Denmark, needing livestock feed, coal 
and oil, is down for both loans and gifts 
to meet her estimated deficit of $91.,- 
200,000 with the U. S. and $101,100,000 
with Canada and Latin America. Norway 
is in line for a loan to meet her expected 
deficit of $58,900,000 with the U.S. 

Ireland and Iceland complete the 
roster of countries in the Marshall Plan. 
A loan is planned for Ireland, whose un- 
favorable balance of trade with the West- 
ern Hemisphere is estimated at $151,- 
800,000 for this period. Strategic Iceland 
is troubled with Communist control of 
organized labor. Iceland is listed for 
$12,700,000 in loans and gifts, to buy 
fuels, trucks and farm machinery. 

This beginning stage of the Marshall 
Plan shows the U. S. proposing to put up 
about $6,800,000,000 in foreign aid for 
the first 15 months. But Congress has not 
okayed the Plan, as it stands. 
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World Role of Argentina’s Big Crops 


Bumper crops are being har- 
vested now in Argentina. 

Wheat is abundant. So are 
corn and vegetable oils. So are 
meat and most of the other 
things Europe wants. 

But hard bargaining is ahead 
for buyers. Argentine Govern- 
ment is holding food for the 
highest bidders, trading grain 
for plant equipment. Industrial 
goods needed at home. 


Argentina now is in a position to 
help a lot in feeding a hungry world. 

The current wheat harvest turns out 
to be unexpectedly large. Argentine 
warehouses are bulging with meat, 
corn and vegetable oils. 

Question is whether the Argentine 
Government will be willing to co-operate 
with other countries exporting food to 
Europe. So far, it has preferred to trade 
on its own, holding out for high prices. 

World demand for foodstuffs is not 
to let up much this year. Harvests of 
bread grain in Australia are good. There 
may be good harvests in the United 
States, Canada and Europe too. But 
Europe’s needs are so great that the 
Argentine is expecting big profits. 

The U.S., like Canada and Australia, 
follows the advice of the International 
Emergency Food Council in allocating 
wheat exports. U.S. wheat sells around 
$3.35 a bushel in New York. Canadian 
and Australian wheat sell for much less. 
But Argentina, alone of the Big Four ex- 
porters, is acting as an independent, sell- 
ing where the price is best. Argentina is 
asking up to $5.69 for a bushel of wheat. 

Argentine supply of the things 
Europe wants most this year is going to 
be a lot larger than the experts figured. 

Wheat harvest coming in now is the 
biggest surprise. The country may be 
able to export about 150,000,000 bushels 
of wheat, may even be able to double last 
years exports of 82,171,000 bushels. 

Area sown in wheat was the smallest 
in 20 years. Until recently, U.S. experts 
were saying that Argentina’s entire crop 
would be about 166,000,000 bushels of 
wheat. That’s only 80 per cent of last 
year’s crop. But there has been a spec- 
tacular yield. 
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Reported from BUENOS AIRES 


Now there are predictions of a crop as 
large as 257,000,000 bushels. This means 
that Argentina will be in a position to 
offer about 20 per cent of the world’s 
wheat exports to the highest bidder. A 
European government, if it could pay the 
Argentine prices, could get more wheat 
from Argentina than the U.S. or other 
exporting countries would be willing to 
sell to a single buyer. 

U.S. farmers now are planting more 
acres in wheat than ever before. They 
are counting on world needs to soak up 
what Americans cannot eat. But, if Ar- 
gentine farmers had sown as much 
wheat as last year, their harvest would 
have been 25 per cent larger, their ex- 
ports still greater. In a buyers’ market, 
the U.S. farmer, not the Argentines, will 
be forced to reduce wheat acreage. 

Corn in the Argentine may run over 
236,000,000 busheis when it is harvested 
in March and April. Exports, counting 
a big carry-over from last year, can run 
over 110,000,000 bushels. That’s a lot 
of corn, particularly in a year when the 
U. S., which exported 90,000,000 bushels 
last year, has little or no corn for export. 

Other grains from Argentina may be 
available for sale abroad in at least the 
same amount as last year. All in all, 
Argentine grain exports in 1948 may be 
in the neighborhood of 7,600,000 long 





EXPORTER MIRANDA 
Paradox—huge profits, not much money 


tons, compared to 5,521,000 long tops 
last year. 

Meat exports from Argentina, accord. 
ing to U.S. estimates, may run to 1,900,. 
000,000 pounds—20,000,000 — pounds 
more than last year. But meat consump. 
tion at home is rising. Per capita con. 
sumption of meat in Buenos Aires is 6 
pounds a month. That’s exactly double 
the U.S. national average. President 
Juan D. Perén may find it politically use. 
ful to hold down exports in order tp 
permit more meat eating at home. 

Vegetable oils are available in Ap 
gentina this year in larger quantities than 
ever before. The country normally sup. 
plies 80 per cent of the world’s exports 
of linseed oil. In the U. S., this oil is used 
as a drying agent in paint, but in Europe 
it is used as food. Argentine linseed oj] 
available for export in 1948, including a 
carry-over that could not be sold at high 
prices last year, may total 330,000 tons, 
But, to sell this much oil, Argentina may 
have to cut prices. 

Argentine prices are set mainly by 
Miguel Miranda, economic boss for Presi- 
dent Perén. Miranda heads a Government 
trading agency, the Argentine Institute 
for the Promotion of Trade. This agency 
has a monopoly on the sale of most Ar- 
gentine farm products to buyers outside 
the country. In addition, it makes large 
purchases of machinery, transport and 
other equipment abroad. 

For farmers, Argentine prices are much 
lower than prices paid to U. S. farmers. 
The Government pays from $1.38 to 
$1.62 a bushel for wheat. Argentine farm- 
ers are asking that the price be boosted 
to $3.24 a bushel. U.S. farmers got 
about $2.79 a bushel last December. 

For buyers abroad, some Argentine 
wheat now is selling at $5.28. That gives 
the Argentine Government a_ profit of 
about $3.30 a bushel, discounting trans- 
port and other charges. 

Profits are supposed to go toward 
financing the Perén Administration’s five- 
year plan for the modernization and in- 
dustrialization of the country. 

Trouble is that the Government's trad- 
ing agency, despite its huge profits o 
grain and other products, isn’t making 
much money. Much has been wasted on 
purchasing machinery and other equip- 
ment abroad that buyers refused to take 
at Government prices. 

Private traders in Argentina may get 
back some of their overseas business 
from the Government this year. But 
President Pern is not likely to give up 
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Government control of grain exports. 
His plan now is to turn profits from food 
jnto machinery and transport, which will 
pay ell long after grain prices fall. 

Terms of trade for 1948 deals with 
Argentina follow patterns set last year. 

Cash payment is acceptable mainly 
in dollars, Swiss francs or other hard cur- 
rencies. But Argentina is willing to wait 
for payment. 

Credits are offered to buyers who can 
pay in cash or goods within the lifetime 
of the five-year plan. Argentina already 
has advanced nearly $1,000,000,000 in 
credits to other countries. Also, Argen- 
tina is taking Britain’s blocked sterling. 

Capital goods will be Argentina’s 
main payment for food shipped abroad 
in 1948. 

Long-term agreements, involving bar- 
ter arrangements, cover the greater part 
of Argentina’s food exports this year. 
Agreements still valid include those with 
Spain, Brazil, Italy, Switzerland, France 
and Czechoslovakia. 

Under these arrangements, price is left 
open for negotiation. But the buyer is 
committed to supply a fixed amount of 
goods to the Argentine. 

Italy, for example, is to get 14,680,- 
000 bushels of wheat each year. Italy also 
has an Argentine credit of $75,000,000. 
In return, Italy has promised to deliver 
annually at least 20 locomotives, 100 
railroad cars, 500 tractors, 1,500 trucks 
and 3,000 automobiles, as well as ma- 
chinery, turbines and motors. 

Britain, which is to get at least 78 per 
cent of Argentina’s meat exports this 
year, has promised to ship 1,000,000 tons 
of coal to Argentina in 1948, beginning 
almost immediately. But dickering over 
Anglo-Argentine trade is likely to go on 
through the year. Argentina also wants 
machinery and steel equipment of all 
kinds—the type of product needed by 
Britain and by her other customers. 

In the end, Argentina may accept 
blocked sterling for many of her exports 
to Britain. Argentina already has about 
$500,000,000 in blocked sterling. But 
that is not enough to pay the agreed 
price of $625,000,000 for the British- 
owned railway in Argentine 

Anglo-Argentine trade talks frequently 
bog down on the question of Argentine 
prices, At present, for example, Argen- 
tina is getting 9 to 12 cents a pound for 
beef sold to Britain. Now the Argentine 
Government wants to boost these prices 
30 per cent. 

President Perén’‘s plan for 1948 is 
to turn Argentina’s unexpected bonanza 
in wheat and her exports of other foods 
into anything that can strengthen Argen- 
tina’s position in Latin America and the 
world. For a year, at least, Peron appears 
to be in a position to hold out for high 
Prices and the goods he wants. 
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MEAT: 1948 EXPORTS MAY ADD UP TO 1,900,000,000 POUNDS 





—Black Star 










WHEAT: NEARLY 150,000,000 BUSHELS FOR INTERNATIONAL CUSTOMERS 
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LINSEED: ALMOST 330,000 TONS AVAILABLE FOR THE WORLD MARKET 
ein Argentina's catalogue of goods for sale in ‘48—to the highest bidder 
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LOW FOOD STOCKS FOR NATION 


Situation That Prevents Big-Scale Hoarding 


Vast hoards of food reported 
held in warehouses for higher 
prices just do not exist. 

Meat in freezers amounts to 
a 12-day supply. Normal in pre- 
war days was a 13-day supply. 

Stocks of most foods are big 
enough fo feed U. S. only briefly. 
Millions of pounds of these sup- 
plies are to be eaten in Europe. 


Food stocks in this country are low, 
not high. Supplies of most foods are 
well below prewar normal levels, on 
the basis of official figures. 

This is true despite claims that vast 
holdings of food are being hoarded in 
warehouses until food prices go higher. 
Reports of hoarding are being spread 
widely. Meat is said to be stored in 
amounts far above normal, for sale when 
supplies go down and prices go up this 
spring. The record does not show it. 

What the record does show is this: 

Stocks of food, in total amounts, 
are well below normal in most instances. 
Per person, they are smaller than prewar 
supplies. Large portions of many current 
stocks, moreover, are marked for export. 

Meat in storage, as 1948 begins, 
totals 763,000,000 pounds. That would 


last 12 days at the rate people are eating 
meat. The prewar average stock at this 
time of year—563,000,000 pounds—was a 
13-day supply for the smaller population 
and lower consumption rate. Supplies 
of beef and veal in storage are above 
prewar levels. There is slightly more 
of lamb and mutton, too. But stocks 
of pork have been lower. 

That is the story for commercial hold- 
ings. Private lockers hold more meat 
today than ever before. But the volume 
is small compared with the total. 

Chicken and turkey are an exception 
to the foods in low supply. High feed 
prices and flock-culling practices within 
the poultry industry have built up a 
23-day supply in cold storage. The nor- 
mal January stock before the war was a 
19-day supply. Eggs are the other excep- 
tion. The 26-day supply ci hand, as a 
season of heavy laying approaches, is 
three times the average prewar stock in 
January. A part of storage holdings will 
go to Europe. But enough will be left to 
require price-support purchases by the 
Department of Agriculture. 

Dairy products are in less-than-nor- 
mal stock. Enough is on hand to last eight 
days at the rate people are now eating 
these foods. The prewar custom was to 
have a ten-day supply in storage at this 
time of year. Butter, for example, is being 
held in the amount of 25,000,000 pounds, 
against an average of 66,000,000 pounds 
in coolers at this time of year for the 


STEAKS & ROASTS IN STORAGE 
. «. whats in the freezer today wouldn't last the nation 13 days 


smaller prewar population. There is mor 
of condensed and dried milk in storage 
than there used to be. But much: of th 
supply is marked for export. 

Grains, too, are being held in lang 
volume for shipment to Europe. This, of 
course, cuts into supplies available fo 
U. S. consumers. Wheat stocks total about 
800,000,000 bushels, against a prewar 
average of 517,000,000. But something 
like 200,000,000 bushels of the current 
supply is marked for export. Feed and 
seed needs also are to be greater tha 
in the years before the war. USDA i 
nearly finished with its purchases of 
wheat for the 450,000,000-bushel export 
program ending June 30. About 60. 
000,000 bushels, in wheat and flour, re. 
main to be bought. 

Coarse grains for feed are a bit shorter 
than they were before the war, in amounts 
on hand per grain-eating animal. 

Most other foods on hand would lasta 
shorter time than prewar stocks did. 

Fruits of the fresh sort are being held 
in amounts slightly above prewar aver 
ages, and canned and frozen fruits are in 
even better supply. But, despite the in- 
crease in supply, people are eating more 
fruit these days. 

Vegetables also are in greater de. 
mand now. Only a bit more than half the 
usual prewar stock of fresh vegetables is 
on hand, for a larger population, But 
frozen vegetables, which have gained in- 
portance as foods since 1939, are ina 
supply several times that of 1939. Hold- 
ings of canned vegetables also are high. 
There is less of dry beans and potatoes. 
Even so, potato prices are to be sup- 
ported. 

Other foods are in relatively shor 
supply. Sugar stocks on hand would 
sweeten the U.S. diet for only 14 days, 
whereas prewar holdings averaged 3 
supply for 21 days. Fats and oils, exclud- 
ing butter, are available for less than five 
days of consumption, against nearly eight 
days before the war. 

Hoarding for higher prices cannot be 
widespread or significant in view of foo 
stocks at these levels, according to Gov- 
ernment officials. Meat supplies are grow- 
ing, as is claimed, but growth in meat 
stocks is normal for the winter months. 
Peak of meat holdings normally is reached 
in March. Some beef, especially choice 
beef, may be held off the market now for 
higher prices later, officials say. But the 
amount is not considered large. And of- 
cial figures leave room for little hoarding 
of other foods. 
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Where would you look 
for a lonely farm? 


job some 60 years ago. They did the 


City folks used to think farm life was 
a lonely life. 

Today, automobiles, telephones, 
and—above all—electricity, have 
nearly ended loneliness on the farm. 

Electricity turns dark into day, 
pumps water, milks cows, grinds feed 
—does dozens of other chores—brings 
entertainment and market reports. 

Who brought electricity to farms? 

The business-managed, self-sup- 
porting electric companies began the 


*ONE HOUR LATER. New time for the Electric Hour— 
Tae Hour or CHarM. Sundays, 5:30 P.M., EST, CBS. 


pioneering .. . developed new methods 
and equipment . . . learned to meet 
the problems of weather and distance 
... and continued to bring better and 
cheaper electric service to more and 
more farms. 

In 1936, the Rural Electrification 
Administration was born. With rural 
co-operatives, it joined in the job. 

Today, electric power is available 
to more than three-quarters of U. S. 


farms—and some 3,335,700 are using 
it. The majority of those farms are 
being served by the business-man- 
aged, tax-paying electric companies. 
We are proud of the job that has 
been done. But it will not be finished 
until low-cost, dependable electricity 
reaches all unserved areas. This big 
job is well under way . . . an impor- 
tant part of the $5,000,000,000 
expansion program of the business- 
managed electric companies. 


It is to your benefit to know the facts about your electric ser- 
vice, and to ours to have you know them. That’s why this 


advertisement is published by America’s business-managed, 
tax-paying ELECTRIC LIGHT AND POWER COMPANIES.* 


* Names on request from this magazine 
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Your factory ? 


Is your factory behind an “economic 8-ball”? 

Then why not do as other keen industrialists 
have done .. . move it to the booming indus- 
trial Southland? 


Here... along the 8,000-mile Southern 
Railway System ... are thousands of growing, 
expanding industries that have found the 
answer to economical, profitable production 
and distribution. 


Here are ready-made markets, a perfect 
manufacturing climate. nearby and abundant 
raw materials, skilled and willing workers, 
unlimited opportunity... all the things that 
any business needs to mark up a bright, pros- 
perous, winning future. 


Your cue? 


“Look Ahead—Look South!” 
Cunat E. Romana 


— 
President 


SOUTHERN RAILWAY SYSTEM 


The Southern Serves the South 
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FROM THE CAPITALS OF THE WORLD 


LONDON. 2 -PARIS. cl - BERLIN. ° ~ROME. ee 





Decisions, firm policies, big plans of statesmen keep coming undone. 

Wherever you look--Europe, Asia, the Americas--there is instability, 
uncertainty. Nothing stays hitched. Decisions are hammered out, then crumble 
at the edges, fall apart the day after they're made. Nothing really gets settled. 

The French see a Government living from day to day, fighting off Communists 
one day, taxpayers the next, De Gaulle the next. Inflation, unplanned, runs on. 

The Germans are told the Ruhr at last is to produce in a big way, then hear 
that the French object. So production, after all, marks time. 

The Italians go _to work Monday, strike Tuesday on Communist orders, mavbe 
go back to work Wednesday. It's almost continual turmoil. 

The British, beginning to feel proud about coal and steel production, now 
face a wage-price spiral, export trouble. Outlook: cloudy, uncertain. 











It isn't just Western Europe. The whole world seems to be jittery. 

Latin America threatens to upset U.S. plans for world trade, for aid to 
Europe. Hope that South Americans would finance millions in exports under Mar- 
shall Plan is fading fast. So Washington may have to revamp its plans. 

Canada, squeezed by dollar shortage, doesn't quite know which way to turn. 

Far East keeps blazing up in four-alarm fires. Fighting fans out in China, 
starts up again in India, despite Mahatma Gandhi's fast. There's another truce 
in the Dutch East Indies, but it may not last. Stability is far, far away. 

In Palestine, no one has yet found a solution that will stand up. 

In Greece, the honeymoon between U.S. Adviser Dwight Griswold and the Greek 
Government seems to be over. New plans, perhaps new Americans, may be ordered. 

Even the Molotov Plan, Russia's answer to the Marshall Plan, looks pretty 
shaky. As a scheme to make Eastern Europe self-sufficient, cut off from the 
West, it has flaws. It leans on dollars and capital goods from the West. 











What's more, no one has any real confidence that things will quiet down any 
time soon, that decisions will stay in force, that plans will work. 

There are too many persons and forces working against order and stability. 

Communists, in open alliance with Moscow, are succeeding in delaying and 
upsetting recovery efforts in France and Italy, show no signs of quitting. 

What Communists want, of course, is power. If they can wreck production, 
force moderate governments out, ditch Marshall Plan, they might get in. 

New Communist aim centers on the Ruhr, once the economic heart of Europe. 
There, secret orders instruct German Communists to call strikes on railroads 
and in metal industries, working up to general strikes in March. 








Then, adding to the uncertainty, prolonging the difficulties: 
War damage to trade between nations, to efficient ways of doing business, 


(over) 
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has yet to be repaired. A complicated economic web has to be rewoven. 

Uncertainty as to decisions of U.S. Congress looms especially large, just 
now, in all the capitals of Europe. Willi there be a European Recovery Program? 
Will it stand at $6,800,000,000 for first 15 months, or at $5,000,000,000, or 
something less? Should Europe plan ahead, or just close its eyes and wait? 

Possibility of a U.S. recession, publicly emphasized by President Truman, 
revives one of Europe's old fears. Moscow alone welcomes it. 

The "cold war" between Russia and America, on top of everything else, guar= 
antees tension and unrest for as long as the "war" continues. Not long ago, 
Some thought the "war" virtually over, the U.S. victorious. But 3t*s. ‘still ‘on. 
So the odds are on continued uncertainty, without much letup. 
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Shape of things is becoming clear enough in the Mediterranean. 
First an American fleet steams in, deploys, gets set for a long Stay. 
Then American marines come along, equipped for landings, if necessary. 
Now the U.S. Air Force is to reopen a wartime air base in North Africa. 
Altogether, it doesn't add up to any overwhelming show of force, but it's 
enough to reveal that military power is in back of U.S. diplomacy. 

Russian satellites will notice that an air base in Libya is within 900 
miles of Belgrade and Sofia, as well as Rome and Athens. Not far for big bombers. 
Immediate purpose of these U.S. moves is to warn Soviet satellites away 
from Greece, scare them off formal alliance with Markos, Greek Communist chief. 

Long-range purpose is to strengthen Anglo-American grip in that part of the 
world, against Soviet expansion, against trouble in the Middle East. 
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British aren't ready to pull out of that area, after all. 

Troops in Palestine will retreat to Cyprus, be available for Greece. 

Talk of mid-African base, at Kenya, turns out to. be largely talk. It's too 

far away. British, with U.S. as partner, want strong points near Middle East. 
Indications are that things will work out that way. U.S. takes on more of 

the load, militarily, dollar-wise, but both are digging in for a long stay. 




























Palestine, however, doesn't quite fit this pattern of Anglo-American unity. 
The British are getting out, gladly, but worried about the future there. 
The Americans are getting in, through the United Nations, and wish they 
knew how to slip out without losing prestige, strategic advantage and oil. 

Privately, many U.S. officials now wish the U.N. plan had never been voted. 

The worry, the real fear is that partitioning won't work, that the Arabs 
ultimately may succeed in pushing the Jews into the sea. 

Force might check that, but: (1) it would be largely U.S. force, the U.N. 
force being wholly on paper; and (2) Arab hostility toward U.S. would then be 
undying. Hopes for Middle East oil, in that situation, would go glimmering. 
no one has thought of a solution, good, bad or indifferent. 
































So far, 








To the British, troubles at home begin to look even more pressing. 
Labor is asking higher woges, deSpite pleas of the Labor Government to hold 
off. Rising production costs could price British exports out of Some markets. 
Nationalization of coal and aviation is producing losses, not profits. 
Socialized medicine, scheduled for July, has the doctors in revolt. 
Another dollar crisis is in the cards, unless the U.S. Congress hurries. 
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@ Every window opening in the 26-story, com- 
pletely air-conditioned John Hancock Mutual Life 
Insurance Building in Boston is being glazed with 
Thermopane to provide maximum air conditioning 
efficiency. Architects: Cram & Ferguson, Boston. 








iL LIBBEY~> OWENS - FORD 
| a Gpedt Name i GLASS 





OTZ 
ONLY LIBBEY-OWENS-FORD Makes </hermopame 


REG. U.S 


John Hancock Mutual Life Building being 
glazed with 16,205 L-O-F Glass Insulating 


units for greater comfort, clearer vision. 


Architects and engineers for Boston’s newest 
skyscraper chose Thermopane for all windows 
because it is the most modern glazing ma- 
terial available. 

Providing year-round insulation, Thermo- 
pane is composed of two or more panes of 
glass, separated by a hermetically sealed 
air space. Its advantages include: more 
accurate and economic control of air condi- 
tioning equipment...reduced heat loss 
through glass... minimization of roomside 
condensation with controlled humidity and 
temperature ... reduced sound transmission 
... and, of course, greater comfort. Because 
of Thermopane’s metal-to-glass seal, dirt and 
moisture cannot enter the air space. 

Thermopane is available through L:O-F 
Glass Distributors. Over 60 standard sizes 
facilitate its use in the windows of both new 
and old buildings. 

Complete information available upon re- 
quest. Libbey-Owens:Ford Glass Company, 
1518 Nicholas Building, Toledo 3, Ohio. 





NEW TRUCKS 



































You’re looking at the most 
attractive trucks ever de- 
signed. Wide, massive... 
DESIGN with a PURPOSE 
... combining appearance 
with comfort, safety, per- 
formance, economy, and 
ease of handling. 


WEW la8€ ot Mana lig 


Less turning space needed ... 
right or left. Better weight distribution 











(@) PLENTY OF HEADROOM. 





@ STEERING WHEEL... 
right in the dri- 





Remarkable new ease 
of handling and driving 
is yours in these new 
‘‘Job-Rated’’ trucks. 
You can turn them in 
much smaller circles. 
You can park, back in- 
to alleys or up to load- 
ing platforms with 
much greater ease. You 
get all this with a new 
type of steering, in 
combination with 
shorter wheelbases that 
accommodate full-size 
bodies, and the roomier, 
longer cabs. 

You get much better 
weight distribution, too, 
with this new design. 


Front axles have been 
moved back, and en- 
gines forward. This 
places more of the en- 
gine and cab weight on 
the front axle. Loads 
are more evenly dis- 
tributed. 


OLD LEFT OLD RIGHT 
TURN TURN 


ge 


NEW LEFT 
OR RIGHT TURN 


@) 7-INCH SEAT ADJUSTMENT... 


hand control. 





with safe, convenient 


ver’s lap. 
(3) NATURAL BACK SUPPORT 
. adjustable for 
maximum com- 
fort. 


@) PROPER LEG SUPPORT 
--under the 
knees where you 
need it. 
(5) CHAIR-HEIGHT SEATS 
.just like you 
have at home. 
© “‘AIR-O-RIDE” CUSHIONS 
. . adjustable to 
weight of driver 
and road con- 
ditions. 





nu Jie NEW DODGE | 





REALLY NEW !} 


WEW srakes | \ NEW Frckuls | | MEW Papels 


- . . with lower . .» bigger, easier ... high, wide 
loading heights to load and handsome 


NEW HEIGHT! 


Florists, dry 
cleaners and 
others will ap- 
preciate the new 
inside height 
(5454 inches). 
Rear doors, too, 
are especially high (4534 inches) 

. supported by wide pillars. 
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OLD NEW 





Note the lower loading height 





of these new  “-Job-Rated’’ You have much more load NEW WIDTH! 

Stakes. Available in conven- space in these wider, deeper They’re 62 

tional and cab-over-engine Pick-ups. Bodies are built — oa 

models, and with 7%, 9, 12 to last longer. The floor is clthenwee ith 

and 14-foot bodies. Longer hardwood. Cross sills are ed to the sub- 

service is assured by sturdier steel. Side panels are one floor. This adds 

construction, featuring — steel piece. Available in 614, 714% to the weather- and dust-sealing 
longitudinal sills, not wood. and 9-foot body lengths. e feature of these bodies. 














NEW LENGTH! 
Linoleum, rugs, 
etc., are easily 
accommodated 
(interior—85 


Nk ‘Pilot-House Cabs ie 


with all weeltlite vision Total load space 
: is 155 cu. ft. Steel roofs add 


strength, improve appearance. 
































NEW Alleather Ventilation 












Note the tremendously in- With this increased glass area 
creased vision of these cabs. throughout, you get “Pilot- 
Windshields and windows are House” vision .. . in a/l di- 
. higher and wider. New rear rections. With welded ll- 
quarter windows add still steel construction, they’re the 
more to vision, and to safety. safest cabs ever built. 















You drive in comfort whether it’s 10° below or 
100° above. Available is an ingenious combina- 
tion of truck heater, defroster vents, vent 
windows, cowl ventilator, and a new fresh air 
intake from behind the front grille. It’s the 
finest ‘“‘All-Weather’”’ heating and ventilating 
system ever installed in a truck cab. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


U.S. News 


(These two pages present each week the opinion of The Editor. Th, 


other members of the staff, who report, interpret, and forecas} no 
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The American people are being asked to spend 
about twenty billion dollars a year for the next five 
years to prepare for or prevent World War III. 

Few people in official quarters believe another world 
war will come within five years, though it appears to 
be conceded that Russia and the United States would 
be the principal adversaries. 

President Truman’s budget of forty billions for the 
coming fiscal year contains a provision for eleven bil- 
lions for national defense and seven billions for inter- 
national aid. This is to be stepped up on the defense 
side, so that by 1952 it is estimated that the appropria- 
tions for our armed services will be running at the rate 
of eighteen billion dollars a year. 

All in all, we will be lucky to take care of interna- 
tional aid and the defense budget with an average of 
twenty billions a year. 

Thus about $100,000,000,000 may be the cost in the 
next five years of preparing to fight Russia or scaring 
Russia so that she will not risk a war with the United 
States. 

This means that our diplomacy has not succeeded 
in reaching an understanding with our principal op- 
ponent. Whether such an understanding is feasible 
with honor and without surrender of our principles is 
open to debate. 

Inside Russia: Unfortunately, too little is known of 
just what goes on inside Russia and whether our policy 
of building up armaments to frighten Russia will or 
will not stimulate the building of a bigger war ma- 
chine by Moscow. It could be that the Soviet leaders 
are already using the threat of a war to consolidate 
their internal posi*‘om and cause the people to accept 
hardships they migi.t not otherwise suffer. 

Plainly inside the United States we already are fol- 
lowing a parallel technique—dramatizing the possi- 
bility of Russian domination of the world to persuade 
Congress to adopt the Marshall Plan along with a 

huge program of national defense. 

We mistrust Russia and Russia mistrusts us. 

Although we do not say so officially, we regard the 
Russian government and its oligarchy as similar in 
totalitarian behavior to Hitler’s Nazi party and clique. 


$100,000,000,000 TO COMBAT RUSSIA 


By DAVID LAWRENCE 


Apparently our Department of State, headed bys 
military man, is wedded to the idea that force alone 
speaks in this world and that a show of force is the 
best defense against potential aggression. 

Meanwhile, what are the Russians thinking about 
all this? Maybe, as they view our forty-billion-dollar 
budgets and our enormous tax program and the 
recommendations for at least a partial return to war. 
time controls, they are impressed. But maybe also 
they are chuckling at this effort of the system of 
capitalism to survive without imposing the totalitarian 
disciplines and socialistic programs that represent to 
the Communist mind the only solution to the problem 
of organizing effectively a population of 150,000,000 
persons. 

A conflict of philosophies: Certainly America can 
prepare for a third world war and maybe frighten Rus- 
sia, too, provided we can avoid internal collapse. The 
President in his Economic Report speaks frankly 
about a severe recession that may come unless he is 
given certain control powers over allocation of com: 
modities, prices, and wages. This is a confession that 
all is not so well inside America. 

Two conflicting philosophies are being debated. One 
school of thought wants to help Europe by strengthen- 
ing America so that we will have the sinews to fight the 
next war. It implies careful spending with respect to 
all items, including national defense and international 
aid. It implies prudence and caution in expending 
America’s resources. It implies a building up of the in- 
dustrial mechanism and encouragement to the man- 
agerial class by tax revision which shall provide equity 
money for the investor class to finance American in- 
dustry. It argues that private enterprise has built the 
most powerful nation on earth and that private enter: 
prise can preserve and even expand our industria 
strength. 

Another school of thought brushes aside the impact 
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of unlimited spending on the domestic economy and, 
in a kind of hysterical approval of anything and every- 
thing asked by the Department of State or the armed 
services, gives little heed to the cries of danger with 
respect to the effect of huge drains on our resources. 





but don 
to ery “ 
ing too ; 
1Ca, 
This 











=Clitor. The 


Orecas? nai 





ed bya 
"e alone 
e is the 


g about 
n-dollar 
ind the 
to war- 
be also 
stem of 
litarian 
>sent to 
yroblem 
000,000 


‘ica can 
en Rus- 
se. The 
frankly 
ss he is 
f com: 
on that 


ed. One 
igthen- 
ght the 
pect to 
ational 
vending 
the in- 
e maf- 
equity 
can in- 
iilt the 
> enter- 
lustria! 


impact 
yy and, 






of U. S. News-World Report are written in their entirety by the 
ational news irrespective of the editorial views expressed here.) 


“1 wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 





Tpangers to domestic security in unlimited spending for international aid and military * 
peparations—People have right to know all the facts in handling of U.S. relations 
yith other nations—Problem requires careful and courageous consideration. 


Unfortunately, an objective view of the hazards we 
fae is beclouded by the jockeying for political ad- 
vantage. Yet ‘as between a bipartisan effort that 
sirinks from facing facts and realities and an in- 
dependent examination of the issues to bring out all 
the facts and let the people decide, there is no question 
as to which is better. 

To put it another way, a bipartisan approval of our 
foreign policy and our national defense program is 
eminently desirable, but this can happen only if there 
isfrankness and candor and a bit of practicality on the 
part of those who urge so glibly the spending of billions 
on a program which is itself full of vagaries and un- 
businesslike appraisals. 

Secretary of State Marshall did not help matters by 
his blunt, soldierly ultimatum to a congressional com- 
mittee that it must, in effect, appropriate all the money 
asked by the Administration for international purposes 
or else it had better vote none. He didn’t, of course. 
mean this literally but it illustrates the rigid military 
mind in action. It reveals a finality and inflexibility 
which cannot bring cooperation between the executive 
and legislative branches of our government. It actually 
breeds partisanship. 

There is a great need for more facts and certainly 
for a plan whereby both parties participate in the 
handling of the funds. To insist that, while a separate 
governmental agency can be created to administer 
the European aid program, what is spent and where 
must be determined only as a consideration of 
‘foreign policy,” is to ask for a blank check and a 
tight to spend wherever and whenever the inner 
councils of an already over-secretive Department of 
State may dictate. 

Domestic security: The problem of spending 
seven billion dollars on international aid is not just a 
little matter for Messrs. Truman and Marshall to 
handle. It isn’t “foreign policy” alone that is affected 
but domestic security as well. Those who are beginning 
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tocry “too little, too late” may unwittingly be think- 
ing too much about Europe and too little about Amer- 
ica. 

This is a great and rich country but its resources 





are not inexhaustible. Also its managerial class cannot 
be expected to survive if the profit-and-loss system is 
to be undermined by a system of government control 
and redistribution of income that begins to approxi- 
mate the state socialism of Britain. 

The countries of Europe can be helped to their feet 
by money, but they cannot keep standing if they do 
not provide the incentives to their people to work and 
produce. 


Freedom vs. state control: What is going on in the 
world is a war between two ideologies. One respects 
individual initiative and stimulates individual pro- 
duction and thrift. The other relies wholly on the state 
and makes the government master of the people. 

In the end, after a cycle of internal depressions and 
maladjustments, that school of thought will win out 
which believes in the dignity of the individual and re- 
sents the encroachments on human liberty and free- 
dom which inevitably come with “planned economy” 
and state socialism. In the interim, however, the 
casualties are high and some nations, as witness 
Britain and France and Italy, become impoverished 
and weak. 

What must ensue is a world-wide recognition of the 
futility of such dangerous philosophies as something- 
for-nothing and more-pay-for-less-work and let-the- 
government-do-it. Adoption of these slogans cannot 
but bring chaos to America and the whole world. We 
must instead place our faith in a system of free com- 
petition in which neither public nor private monopolies 
are the rule, a system of individual freedom and 
honest negotiation between economic groups with an 
alert public opinion to check abuses. 

But, most of all, we must put our faith in men of 
courage in Congress. They must reflect the point of 
view of the American people, which at the moment 
cautions its representatives not to follow hysteria and 
emotion but to think things through and insist on 
facts and safeguards and, above all, upon economy in 
expenditures with respect to those social luxuries of- 
fered us at the very time when even more sacrifices 
must be made if we are to keep solvent in a bankrupt 
world. 
























Special Report 


Stock prices stay down when 
everything else is booming along. 

Corporations are finding it 
difficult to raise new money for 
expansion at a time when the 
need for larger capacity is great. 

Mystery of a sluggish stock 
market is explained by investor 
disbelief in the boom, in high 
margins and high income taxes. 

Sources of new capital funds 
show signs of shrinking. 


A major mystery is related to what is 
going on in markets for shares of stock 
in American business enterprises. In 
the midst of the greatest boom in U. S. 
history, the stock market stays in the 
doldrums, where it has been since Sep- 
tember, 1946. 

Profits are the greatest on record. Divi- 
dend payments in 1947 set a new high. 
More products are being produced and 
sold than ever before. There are con- 





(This article represents the result of ap 


extensive research on a problem of oy. 


standing importance in National Affairs) 


SLUGGISH STOCK MARKET—WHY 


Reported from NEW YORK and PHILADELPHIA 


stant assurances from some quarters that 
the end of the boom is not in sight. Yet 
people with money to invest are cautious 
about placing their money in corporate 
stocks. 

This caution is disclosed at a time 
when corporations need very large 
amounts of new capital to expand 
production, or to improve present facili- 
ties for doing business. A major source 
of this capital—sales of stock to investors 
—is difficult to tap. Records of the 
Securities and Exchange Commission 
show that $700,000,000 in corporate 
stock issues, which were filed for ap- 
proval, have been withdrawn because 
of unfavorable market conditions. Other 
issues that were planned were not even 
submitted for approval. 

The mystery deepens when a study 
is made of some of the other sources of 
capital for investment. 

Total issues of new securities in 1947 
amounted to $6,700,000,000, biggest 
year since 1929 and $2,300,000,000 
more than securities issued in 1946. 
There is no evidence that capital has 
dried up. But there is a sign that capital 
is not eager to take today’s risks in com- 
mon stocks. 


State and municipal bonds issue 
last year established a record at $2,200. 
000,000. That was more than double the 
local-government issues of 1946. 

Corporation bonds floated during the 
year totaled $3,300,000,000—another tee. 
ord—and a gain of $1,300,000,000 ove, 
1946. 

Stocks issued by corporations, on the 
other hand, amounted to $1,200,000,000, 
a $300,000,000 decline from 1946. 

This trend in financing is a sign that 
investors prefer securities that carry spe. 
cific and fixed promises to pay over issues 
whose earnings depend upon profits. The 
tendency to borrow money rather than 
to issue new shares of stock also shows 
up in another direction. 

Bank loans in 1947 jumped $7,000. 
000,000 to reach a record of $42,600. 
000,000. Commercial banks have become 
a major source of new money for U.§, 
business enterprises, a more important 
source than the security markets. 

Insurance companies also have 
loaned heavily to industry and to public 
utilities to finance expansion. 

Business investment in plant, equip- 
ment and inventory in 1947 is estimated 
at $25,000,000,000. Most of this came 





Problem in Financing: 


The Stock Market Is Not the Ready Source of Capital It Was — 
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fom earnings that were ploughed back 
into industry. During 1947, new money 
raised in the investment markets pro- 
yided only a sixth of the total funds 
required by business. 

A different situation prevailed in 
the earlier boom in 1929. In that year, 
three fifths of industry’s financial require- 
ments came from investors, and invest- 
ment markets were tapped for a total of 
$8,000,000,000, of which $5,900,000,000 
was in corporate preferred and common 
stocks. 

The 1929 boom was reflected strongly 
in security prices. At that time investors 
were willing to put money into stocks 
that were yielding an average of 3.5 per 
cent, although bond yields were as high 
as 5.2 per cent. Confidence in future 
earnings appeared to be high. When 
stock prices broke in that period, the 
boom ended. 

Today there is no boom iz: the stock 
market. Stocks are selling at prices that 
yield 5.4 per cent and still fail to attract 
buyers. The prices of shares at the end of 
1947 averaged about the same as at the 
beginning of the year, despitu the earn- 
ings records of corporations in that period. 
Federal Reserve Board officials find some 
comfort in the fact that security markets 
ae the one place that inflation has by- 
passed, 

What is developing, however, is a 
situation where new money is becoming 
harder to get. Banks and insurance com- 
panies are stiffening their terms and are 
more cautious in advancing loans, Cor- 
porations have drawn heavily on cash re- 
serves and cannot get all the money they 
need—or think they need—from retained 
eamings. Bond prices have declined, rais- 


ing the average interest yield from 2.4 per 
cent in 1946 to 3.13 per cent late in 1947. 
That means new issues will have to carry 
higher interest rates. 

These are signs that corporations soon 
may face a condition where they cannot 
get as much money as they want at terms 
they would like. It could lead to a post- 
ponement of plans for expansion and 
cause the boom to weaken. 

Causes of sluggish investment mar- 
kets are found to be many by people who 
analyze conditions and trends. 

Uncertainty about the business out- 
look appears to be the major factor. Per- 
sons with money to invest obviously have 
little confidence that the boom will per- 
sist. A majority apparently holds the 
opinion that the present inflation in prices 
and earnings will lead to trouble and that, 
during the trouble, they can pick up se- 
curities at lower prices, This opinion evi- 
dently has dominated investors since 
August of 1946, when the business boom 
really took hold and when stock markets 


-entered a slump. 


Investment money, partly as a result 
of this uncertainty, is running strongly 
into insurance companies, savings banks, 
building and loan societies and other in- 
vestment institutions. Flow of savings into 
stocks and into enterprises that carry risks 
has been reduced to a trickle. 

Suspicion also appears to be wide- 
spread that industry expansion at the 
present level of prices is unwise. Often 
when a company announces expansion 
plans, the value of its outstanding shares 
drops. 

Current profits also fail to impress in- 
vestors. Apparently people with money 
are looking behind profits at high wage 
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rates, high prices and high cost inven- 
tories. Break-even points for most corpo- 
rations are believed to have gone up, so 
that a relatively moderate downward ad- 
justment in output could turn profits into 
losses. 

Speculation in securities is at a low 
ebb. The shift of speculative funds from 
stocks to commodities is viewed by stock- 
market analysts as a factor that weakens 
the market for stocks. Lack of speculation 
to support stocks is regarded further as 
an influence that works against business 
financing through risk-bearing equities 
rather than through debt obligations, 
such as bonds or bank loans. 

Credit for speculating in stocks also 
is harder to get. Federal Reserve officials 
require a speculator in stocks to put up 
75 cents for every dollar's worth of 
securities he buys. Money can be bor- 
rowed more cheaply to speculate in com- 
modities, where the margin is only 33% 
cents on the dollar, or in housing and real 
estate, vhere Government guarantees 
sometimes run almost as high as 100 per 
cent of building costs. 

Tax policy is another factor that is 
regarded as discouraging investment in 
securities. 

High individual taxes, particularly 
in the upper income brackets, leave less 
money after living expenses for saving 
and investment. At $16,000 of net in- 
come, for example, taxes begin to take 
a 50 per cent bite, and that bite deepens 
as incomes rise, going to 86.5 per cent 
at the topmost bracket. These groups 
provide the bulk of individual invest- 
ment funds. A number of plans for tax 
reform call for lower surtaxes in order 
to stimulate private investment. The capi- 
tal-gains tax also is viewed as a contribu- 
tor to sluggish security markets by dis- 
couraging both buying and selling. Thus, 
some tax reformers suggest a lower rate 
on gains. 

Corporation taxes are widely re- 
garded as having a depressing effect. A 
corporation pays 38 per cent on its net 
profit, and shareholders in that corpora- 
tion are taxed again when they receive 
dividends. This form of double taxation 
is held to discourage investors. Also, a 
corporation that borrows money, either 
from banks or in the form of bonds, can 
deduct as a business expense the interest 
payments on its loans. But no deduction 
is allowed on dividends distributed to 
stockholders. This feature of the tax laws 
encourages companies to borrow, rather 
than to seek investment funds. 

The doldrums in the stock market 
continue at a time when industry needs 
large amounts of new capital. Electric 
utilities, steel and oil industries are being 
forced to expand. But one major source 
of funds for expansion is about closed, 
and other sources—bank loans and bond 
issues—are narrowing. This raises a ques- 
tion as to whether needed new money 
will be forthcoming. 
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MORE STABILITY FOR PAY LEVEL 


Unions’ Shift to Longer Wage Agreements 


Unions show more willingness 
to grant longer-term wage agree- 
ments. They are giving up fre- 
quent wage reopenings. 

A year's freeze of pay scales 
can be expected in many indus- 
tries after third-round adjust- 
ments are made this spring. 

Effect will be to tie up wages 
at a high level, protecting the 
rates against a possible business 
recession later this year. 


Short-term wage agreements appear 
to be losing favor with most labor 
leaders. Employers in their bargaining 
with unions this spring are likely to 
find more willingness to freeze wages 
for a year or longer. 

Reopening clauses that permit 
unions to demand higher pay at any time 
during the contract period are not so 
popular with labor as heretofore. These 
clauses make for business uncertainty, 
prevent long-range planning on costs. 

Failure of union leaders to win in- 
creases under wage-reopening clauses in 
recent months has hastened this change 
in thinking. Several unions invoked their 
wage-reopening clauses within a few 
months after receiving pay raises, but 
in most cases employers refused further 
increases, and the unions were forced to 
drop their demands. 

More stability on wages thus ap- 
pears to be in prospect when new con- 
tracts are negotiated in the months just 
ahead. In some cases, employers already 
are assured of a year’s wage freeze, once 
the spring pay negotiations are com- 
pleted. This will help employers to plan 
ahead on labor costs, without fear of a 
sudden wave of new pay demands. 

This change in union strategy may be 
prompted in part by a desire to hedge 
against a business setback later this year. 
Wage-reopening clauses usually work 
both ways. An employer can ask for pay 
cuts if business falls off. By sewing up 
wages for a year or more, union leaders 
can block such a move for a time. 

Examples of what can be expected 
in important industries follow: 

Textile Workers, CIO, recently gave 
up their usual contract provision per- 
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mitting them to file wage proposals every 
six months. New wage scales are frozen 
until January, 1949, in New England 
cotton mills. This union has been able 
to win wage increases every six months 
since ‘the end of the war. 

Steelworkers, CIO, are to present 
wage demands to the steel industry in 
April. However, the union’s contract pro- 
hibits strikes, even over wages, until 
after April 30, 1949. Thus, this union 
cannot strike when it reopens wages this 
spring. And, the contract requires that 
wage talks be completed by the end of 
April. After that, wages are to remain 
fixed for at least a year. This stability 
in the steel industry will help keep pro- 
duction going in other industries that 
depend upon steel. 

United Auto Workers, CIO, also are 
likely to tie down wage rates for a year, 
once they get over the hurdle of this 
spring's wage negotiations. At one time 
this union was strong for short-term 
agreements, and made use of the wage- 
reopening provisions. The trend lately, 
however, has been toward fewer wage 
negotiations and more labor peace. 

The Auto Workers are demanding an 
increase of 25 cents an hour, plus 5 cents 
an hour to finance a program of health, 
medical and hospitalization insurance. 
Automobile makers also will be asked for 
a guarantee o: 40 hours’ pay for any week 
when an employee is called to work. 





Negotiations with General Motors 
Corp. are expected to begin early jp 
March. This contract expires April 28 
and the new contract is expected to freeze 
wages for at least a year. The union als 
is likely to file the demands on Chrysler 
Corp. under a wage-reopening clause, 
The contract with Ford Motor Co. per. 
mits pay changes effective July 15. When 
wage negotiations are completed, the 
Chrysler and Ford agreements will ru 
to April 26 and July 15, 1949, respec. 
tively, without further pay talks. 

AFL building trades in New York 
have signed a long-term agreement that, 
if copied elsewhere, could help bring 
stability to the building industry at , 
time when housing still is short and build. 
ing costs are rising. The New York build. 
ing trades, with a few exceptions, entered 
into an agreement that runs until June 3! 
1950, and has only one provision for wage 
reopening. The reopening is schedule 
for July 1, 1949, assuring contractors o 
at least 18 months of stabilized wages. 

Shortly before July 1, 1949, the con 
tractors’ association and the unions wil 
examine the cost-of-living index for New 
York, and, if the index has not risen more 
than 15 per cent, there will be no chang 
in wages. However, if the index is more 
than 15 per cent higher than at present, 
a wage increase is promised for the year 
beginning July 1, 1949. This raise is to 
amount to one half of the percentage ris 


—Standard Oil Co. (N. J.) 


BUILDING TRADES WORKERS 
Pattern for stability: Their new agreement runs until June, 1950... 
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in the index above the 15 per cent figure. 
The first 15 per cent is absorbed by the 
unions, without a raise. 

The increase, if any, is to be computed 
on the basis of a $3-an-hour rate, and the 
same hourly raise is to be given to each 
trade. This is an advantage to some of 
the crafts paid less than $3 an hour. 

Increases of 25 cents an hour were 
gen to several of the trades covered by 
ue agreement. This brought the scale 
to $3 an hour for crafts like the structural- 
iron workers. These rates, well above 
those paid to most industrial workers, 
probably were a factor in the union de- 
cision to stabilize pay. While other build- 
ing unions in other areas may go along 
with similar plans to freeze wages, unions 
of factory workers are not expected to 
freeze wages for as long a period as did 
the New York building men. 


NEW-LAW PROPOSAL 
IN PETRILLO CASE 


The Government’s most recent failure 
to convict James C. Petrillo of violating 
the Lea Act may be only a temporary 
victory for the head of the American 
Federation of Musicians, AFL. This lat- 
est Petrillo case cannot be carried to 
a higher court, but there are other pos- 
sible ways to attack what the Government 
charges are “featherbedding” practices. 

A new case, involving a different set 
of facts, can be brought in another court 
against Mr. Petrillo or other officers of 
his union. The Lea Act, aimed at pre- 
venting unions from forcing unnecessary 
employes on radio stations, can be tested 
elsewhere. It is not void unless and until 
the U.S. Supreme Court so declares it. 
A new test can be made any time that 
Government prosecutors believe the 
union is attempting to force the hiring 


of more musicians than a station requires. 

A new law to strengthen the Gov- 
ernment’s hand against the Musicians’ 
Union is proposed in Congress. Applica- 
tion of the antitrust laws to labor unions 
is one of the methods proposed. Such 
legislation, if enacted, will be aimed also 
at other unions that are strong enough 
to close entire industries. 

An investigation by the House La- 
bor Committee, now under way, will 
help to determine how much pressure 
there will be in Congress for new anti- 
Petrillo legislation. This investigation, in 
turn, probably will be influenced some- 
what by peace negotiations between the 
radio and phonograph industries and Mr. 
Petrillo. If a Musicians’ strike against 
major radio networks on February 1 is 
postponed, or settled within a reasonable 
time, there will be less heat on Congress 
to cut down the powers of Mr. Petrillo. 

In the Chicago case just won by Mr. 
Petrillo, the Government had accused 
the union head of trying to coerce a radio 
station into hiring three extra musicians. 
The court ruled there was no evidence to 
show that Mr. Petrillo ever had been in- 
formed by the radio station that the three 
extra workers were not needed to perform 
actual services. Also, the judge found 
there was no intimidation or duress in 
connection with the filing of the demand. 

The decision did not attack the con- 
stitutionality of the Lea Act. The U.S. 
Supreme Court earlier had referred the 
case back to the Chicago court. 


POLITICAL MOTIVE 
IN ITALIAN STRIKES 


Reported from MILAN 
Back of the Communist-inspired strikes 
in Italy is a desire to discredit the Gov- 
ernment and interfere with the recov- 








—Cotton Textile Institute 


TEXTILE WORKER, 
... and in the mills the new wage scales are frozen until January, 1949 
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INVESTIGATE 
“INVEST 








Suppose you own 50 shares of Typi- 
cal Manufacturing Corp. Perhaps 
you bought them in 1943. At that 
time, you investigated the company 
carefully — dividends, assets, liabili- 
ties, policies. You were satisfied it 
was a good investment. 

Fine. That’s the only way to arrive 
at an intelligent investment decision. 
It's why we have always urged 
people to “Investigate then Invest.” 

But just a minute. That was 1943. 
We were in the middle of a war. 
Now, that war is over. And this is 
1948. How many times since 1943 
have you re-examined the Typical 
Manufacturing situation, just as care- 
fully as you did originally? How 
many times have you compared it 
analytically with other good invest- 
ment opportunities? 

Did it ever occur to you that no 
investment decision can ever be a 
final one? Changed conditions con- 
stantly create changed investment 
opportunities and the investor must 
constantly appraise them. 

In effect, every investor does pre- 
cisely that, whether he does it con- 
sciously or not. Every day that you 
own and hold 50 shares of Typical 
Manufacturing, you say in effect: 
“I’m satisfied it’s the best invest- 
ment I can make of my money.” 

Maybe it is. If you’re prepared to 
say so on the basis of the evidence, 
that’s good. But if, on the other hand, 
you think your security holdings 
need careful reappraisal, why not use 
the facilities of our Research De- 
partment? That’s one reason why 
we maintain a large and well-trained 
research staff—to help investors ‘‘In- 
vestigate after they Invest.” 

If you would like the most up-to- 
date facts on any security, if you 
would like a careful review of your 
whole portfolio, just write 


Department §-8 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


Underwriters and Distributors of 
Investment Securities 
Brokers in Securities and Commodities 
70 Pine Stree:, New York 5, N. Y. 
Offices in 93 Cities. 
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Old Angus Brand Blended Scotch Whisky, 86 Proof 
National Distillers Products Corporation, New York 
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ery. Communists in Italy, as in U. S., are 
more interested in stirring up trouble than 
in winning benefits for workers. 

Communist strategy, however, has 
shifted from general strikes to strikes in 
key industries. Latest walkouts—by bank 
employes, tax collectors and food workers 
—threatened the country with a slow 
business paralysis. Concessions by the 
Government and by private employers 
have been necessary to prevent a serious 
setback to Italian recovery at a time when 
the U.S. Congress is considering large- 
scale aid to Western Europe. 

Hunger and inflation in Italy pro- 
vide workers with real grievances and 
make arguments for the Communist-dom- 
inated General Confederation of Labor. 
Prices are high in relation to wages, and 
there is not enough food to go around. 
Government measures to check inflation 
are too new to be fully effective. Many 
workers are reluctant to strike, but feel 
they have little to lose and may gain 
something. 

Bank workers’ strike has been set- 
tled with pay increases of $8.50 a month 
for 60,000 employes. Hours of work have 
been brought more closely in line with 
prewar schedules. The strikers had de- 
manded return to last year’s policy of 
bonus payments to meet increases in the 
cost of living. Most of Italy’s 1,295 banks 
had announced that the bonuses would 
not be paid this year. 

Banks were closed for 18 days and 
many companies were unable to meet 
pay rolls. That, in turn, caused hardships 
for thousands of workers outside the 
banks. Additional walkouts were threat- 
ened as wages went unpaid. 

Tax collectors were called out as a 
demonstration of sympathy with the 
bank employes. Their strike was a direct 





ee, 


challenge to the De Gasperi Government 
which needs all the revenue it can ge 
if the Italian budget is to be balanced, 

Food workers in stores, flour mi 
and spaghetti factories struck for highe, 
wages and severance pay. Their requests 
were granted when public pressure (de. 
manded that supplies be available in tin, 
for Christ:nas. 

The shift from emphasis on gener 
strikes is due to a desire of Communists 
to build a record of good behavior before 
the national election in April. Communists 
hope at that time to win control of the 
new parliament. In the interim, they jp. 
tend to work indirectly to interfere with 
Italian participation in the Marshall Plan, 

Money from Moscow is a major fac. 
tor in the ability of Communists to direct 
activities of thousands of Italian worker, 

Labor organizations in Italy are short 
of funds because memhers are far behind 
in payments of dues. This means that 
unlike the situation in the United States, 
Italian unions are not able to maintaip 
full-time leaders to represent them 

Communists receiving subsidies from 
Russia thus are able to devote all thei 
energies to labor disturbances. They as. 
sume to speak for the majority of workers, 

But it is unlikely that enough of those 
workers will go along with the Com. 
munists in the April election to overthrow 
the Government. In that event, current 
tactics of the Communists are expected to 
be abandoned, and general strikes and 
even armed uprisings may follow. 


NLRB‘S NEW STAND 
ON CRAFT UNIONS 


Employers and workers now have 1 
better idea of the rules that the National 
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COMMUNIST-INSPIRED DEMONSTRATION 
. . new technique: a slow business paralysis 
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labor Relations Board will follow in 
santing groups of skilled © -aftsmen a 
chance to secede from plant-wide bar- 
gining agreements. The Board has just 
gelled out its thinking on this issue in 
lowing a craft-unit election in a plant 
where a single union formerly bargained 
for all employes. 

Many firms are likely to be faced with 
demands of craft unions for separate con- 
nacts. The Taft-Hartley Act forced 
NLRB to change its rules on this score. 
Craft unions accused the Board of favor- 
ing plant-wide units in its old policy. 

Requirements before the NLRB will 
oder a craft-unit poll of employes appear 
i be several. To obtain such a vote, a 
union apparently must show that its 
members have special skills, that they 
perform a special type of work. Also, the 
employes must work in a room or divi- 
son of the factory separate from other 
soups. These employes cannot be trans- 
fered in and out of this craft group to 
other types of work. The craft workers 
must have their own supervision. 

If the workers meet those require- 
ments, the NLRB then looks at the bar- 
gaining history for the particular plant. 
Inthe case in point, the craft-union mem- 
bers had been included in a plant-wide 
bargaining unit since 1941. In Novem- 
ber, 1945, however, this group of ma- 
chine-shop workers withdrew from the 
industrial union. They declined to pay 
dues to the AFL Brotherhood of Paper 
Workers, the bargaining agent for the 
entire plant. They tried then to get a 
separate election, but NLRB denied the 
request. Now, under the Taft-Hartley 
Act, the Board is granting the election. 
One reason for granting the election, 
the Board explains, is that another plant 
of the same firm has had a craft unit for 
machine-shop workers. The NLRB notes 
that this is an indication that bargaining 
in the industry involved has been con- 
ducted through similar machine-shop 
groups, on a craft basis. The inference is 
left that the Board might not grant the 
qaft-unit request if bargaining in the 
industry always had been on a plant-wide 
basis. 

This matter of bargaining history may 
prove important when the Board decides 
apending case involving the steel indus- 
ty. The CIO Steelworkers are trying to 
prevent an invasion of AFL craft unions 
into the steel mills. The steel union as- 
setts that the industry’s bargaining his- 
tory has favored the plant-wide union. 

In another industry, the Pattern 
Makers’ League, AFL, has just won the 
first craft election held under the new 
law. The League thus will be eligible for 
4contract covering 18 pattern makers in 
a Cleveland electrical plant. The CIO’s 





Electrical Workers formerly had a con- 
tract covering all employes of the factory. 
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In addition to Johnson 
GP Bearings, this cat- 
alog lists Electric Motor 
Bearings and Universal 
Bronze Bars. 


JOHNSON (GREY BEARINGS 
will save you Money— 
and Avoid Delays 





L. can save money and time with Johnson 
G P Bearings because they are standard stock size bronze 
bearings . . . not “‘specials.’’ No special tools-or patterns 
are required. Large production runs make possible their 
low unit cost. They are fully machined to precise tolerances, 
ready for immediate installation. Join leading ‘equipment 
manufacturers who, for these reasons, have standardized 
on Johnson G P (general purpose) Bearings. 


There are over 850 sizes, in stock at your local Johnson 
Bronze warehouse or distributor. You can select the 
required dimensions from the new Johnson Bronze 84 
page catalog, and specify by number. Write for your 
copy today. 









JOHNSON BRONZE 
COMPANY 

730 SOUTH MILL ST. 

NEW CASTLE, PA. 


Branch Offices 








CAMBRIDGE, MASS. + CHICAGO + CINCINNATI + CLEVELAND 
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BUFFALO > 
KANSAS CITY, MO 
PITTSBURGH + SAN FRANCISCO + 


ATLANTA + BALTIMORE - 
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Outdoors bitter winds are howling 


and the thermometer has tumbled 
nearly to zero. But indoors you’d 
never know it, for the modern heat- 
ing system has serenely continued 
with its job of maintaining even, com- 
fortable heat throughout the house. 

Whatever type of heat you use, 
the heating system in your home 
contains a good many pounds of steel 
—in pipes to carry warm water or 


steam, in duct work that -distributes 





warm air and, of course, in the 
furnace or boiler itself. 

But there are many other ways in 
which steel is helping to keep your 
home snug and warm. Suppose you 
heat with oil. Steel tools and equip- 
ment extract the petroleum from the 
depths of the earth. Steel pipe lines, 
tank cars or ocean tankers move the 
crude oil to the refinery (built of 
steel). A steel truck delivers the heat- 


ing oil to your basement tank. 





If your home is heated with coal 
or gas the story is largely the same, 
with steel at work all along the line. 

Bethlehem makes all of the array 
of steel products needed in producing 
and transporting fuels, and in manu- 
facturing heating equipment. Steel 
made in our Bethlehem plants is 
serving in the myriad industries and 
activities that operate so that you can 
live and work in healthful comfort 


through the winter months. 


Helps to Heat Your Home 
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BETHLEHEM STEEL 


Serves the Nation 





Written 
JANUA 





Trend of American Business 





24th and N Streets, N.W. 
Washington, D. C. 





Government operations, all told, are to be deflationary, not inflationary, 
over the next 18 months. That is what is suggested in the President's budget. 

The cash budget is the thing to watch in this period. It's the record of 
what the Government pays to the public and what cash is taken from the public. It 
‘includes receipts, such as pay=-roll taxes, that don't show in the regular budget. 

Outgo in cash is to be immense. It's put at $40,519,000,000 for the year 
ending next June 30. It's down for $41,264,000,000 in the year starting July l. 

Cash income, however, is even more immense. As the President figures it, 
cash income will be $48,251,990,000 this year; $48,330,000,000 next year. 

That adds up to a sizable cash surplus of $14,798,000,000 for the two years. 
Most of that surplus would pile up in the 18 months ahead. Cash surplus to date 
for this fiscal year is only $1,341,000,000. It means that Government will take 
a healthy slice out of the national income if Mr. Truman has his way. 

Net effect would be that Government would dampen private spending. 











Credit tightening by official pressure also could become more severe. 

To the cash surplus the Treasury could add proceeds from the sale of sav- 
ings bonds and other nonmarketable issues and retire more bank-held debt. 

Qutlook, as Mr. Truman presents it, is for a reduction of $18,300,000,000 
in marketable Government securities over the forthcoming 18-month period. 

Commercial banking system would be expected to surrender most of the Gov- 
ernment securities to be retired. That would reduce the volume of reserves for 
loans and thus narrow the credit base. Bank loans might be harder to get. 











Mr. Truman's picture, however, is drawn from very optimistic assumptions. 
Tax revenues are estimated to continue at the present high levels. 

coal Business activity is expected to carry the boom through June 30, 1949. 
National income is expected to hold for 18 more months at present peak. 

: None of these anticipations is likely to be realized. Mr. Truman's own 
economic report casts doubt on such a long continuation of the boom. Congress 
shows no sign whatever of following the President's suggestions on tax policy. 
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array 
— Excess-profits tax, favored by Mr. Truman, doesn't stand a chance. 
— The $40-a-head tax cut for individuals won't get much consideration. 
Steel Pay-roll tax of % of 1 per cent for health insurance is unlikely. 
Old-age insurance coverage for more persons probably will be shelved. 
About all that will come of Mr. Truman's tax program is the conviction in 
Congress that he can't oppose a tax cut this year without reversing himself. 
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mfort What is more likely to happen, after Congress gets through, is this: 

Income taxes on individuals will be cut more than the President suggests. 

Income splitting by husbands and wives is almost certain to be approved. 

Higher exemptions--$600 instead of $500--probably will be voted. 

Surtax rates will be reduced to give some relief to all taxpayers. 

ne A veto-proof bill is what Congress seeks. The above program appears to 

offer it. All of the provisions have been proposed by Democrats at one time or 

another. It concentrates tax relief in the lower and middle income brackets. 
Result of this action will be a probable revenue loss of $4,000,000,000 for 

a full year. House bill cut of $5,600,000,000 seems almost sure to be trimmed. 

Tax relief at the lower figure adds to chances of overriding a veto. And, in 

addition, it promises some leeway for cutting the national debt. 


i (over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


Budget cutting also is certain to be significant before Congress adjourns. 
Aid abroad is likely to be whittled down by at least $1,500,000,000. 
Universal training, down for $400,000,000, probably will be eliminated. 
Aid to education, calling for $290,000,000 is not likely to be approved. 
Altogether, Congress is likely to slice at least $2,000,000,000 from the 
budget submitted by the President. That may reduce cash spending for fiscal 
year that begins July 1 to $39,264,000,000, leave more room for debt cuts. 











Bank lending could continue to be under pressure with this program. Cuts 
in taxes and in the budget, now indicated, would have this 18-month effect: 

Tax revenue, over 18 months, would be down by about $5,800,000,000. 

Debt cutting of $6,900,000,000 over the same period would be probable. 

Nonmarketable issues of the Treasury probably would be $7,600,000,000. 
Proceeds from these issues could be used to retire marketable debt in banks. 

Marketable bonds totaling $14,500,000,000 thus could be retired. 

That would not allow as much pressure to be exerted on bank reserves as the 
President's original budget and tax program, but it would be substantial. 

















Stéps to control money and credit, under existing power, will be about the 
only moves the Administration can make in trying to control inflation. 

Meat rationing, although gaining some Support in Congress, is not likely to 
be approved. If it is, rationing will stop at the distributor level. 

Rationing of meat or anything else at consumer level is not in sight. 

Oil and gasoline rationing will be tried by voluntary industry agreement. 

Price controls at any level for any product are not given much chance. 

Wage controls have less chance than price controls or consumer rationing. 

The simple fact is that Congress remains unconvinced that price inflation 
needs any strong corrective measures. Then, in the background, is the feeling 
that, if a break does come, Congress doesn't want any blame for voting controls. 











As for other controls, milder restraints on prices and distributions: 

Rent control appears more certain to be extended for another year. 

Consumer-credit control, if approved, probably will not carry any more re- 
strictions than are now required. The House is holding up action here. 

Bank credit is not likely to be put under any additional federal control. 

Commodity exchanges may be regulated a-bit more, but this is not certain. 

Mortgage guarantees may undergo some change after April. Favored now are 
tighter appraisals rather than a cut in the 90 per cent guarantee for GI homes. 

Ship operations by the Maritime Commission probably are to continue. They 
were scheduled to end March 31, but ships, particularly oil tankers, are short. 

















One thing certain about the outlook for Government operations is this: 

Government costs are to continue to be high for an indefinite period. 

A budget ceiling of $20,000,000,000 to $25,000,000,000, once proposed as a 
postwar target, now appears to be little more than an empty dream. 

Defense costs and carry-over costs from war account for four fifths of 
budget. They can't be cut much, and defense plans call for more in years ahead. 

Social programs now shelved--conservation, reclamation, education aids, 
health insurance, housing subsidies--are only dormant. They're far from dead. 

The budget for fiscal 1949-~the fourth postwar year--is a warning to U.S. 
citizens and U.S. business to prepare for a long period of heavy spending by 
Government. That means that, by all prewar standards, taxes will be high, too. 














Labor unions appear to be toning down their wage demands a bit. New York 
construction workers accepted an 18-month wage freeze if living-cost rise holds 
to 15 per cent. Other unions appear willing to sign longer wage contracts. 

Industry also is reporting difficulty in raising new capital funds. 

These could be signs that the boom is leveling out. 
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National Mechanized Accounting 
revolutionized bank accounting procedure 


3% 


SEE WHAT IT CAN DO FOR YOU! @ In a single 7-second operation, a com- 
plete record of your savings deposit or withdrawal is printed by the National 
Window Posting Machine in your passbook, on the ledger card, and in the 
bank’s journal. A miracle of speed and accuracy! 

And a miracle you'll find repeated in thousands of other businesses of 
every size and type. Where National mechanized accounting systems are 
speeding figure work and cutting accounting costs up to 30%! Ask your local 
National representative to check your present set-up, and show you your 
possible savings. No cost or obligation. And remember: Every National 
installation is tailor-made to the client’s own particular requirements. 


THE NATIONAL CASH REGISTER COMPANY © DAYTON 9, OHIO 
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ADDED LEEWAY FOR TAX-CUT PLANS 


Opportunity That Congress Sees in Surplus 


Tax cuts are coming. President 
Truman‘s budget for next year 
almost assures that. 

Budget promises $12,290,- 
000,000 leeway for tax and debt 
reduction in two years. Congress 
may be able to get $2,000,000,- 
000 more by reductions in Gov- 
ernment spending. 

Mr. Truman wants individual 
cuts, higher corporate taxes. Con- 
gress’s plan faces veto, but votes 
are lining up to override. 


The door is wide open now for sub- 
stantial tax cuts in 1948. That is the 
real meaning of the b-i2set estimates 
that Mr. Truman has submitted to 
Congress for the two-year period end- 
ing June 30, 1949. 

The financial outlook of the Gov- 
ernment for that two-year period as 
presented by Mr. Truman’s 
shows plenty of room for broad tax cuts, 
with enough money left over to carry 
out Congress’s debt-retirement plan. 
Here is the way the situation appears to 
Mr. Truman: 

For this year, the year that ends next 
June 30, he estimates that the Govern- 
ment will have $7,482,000,000 left after 
paying its bills. 

For next year, beginning July 1, he 
figures that the Government will wind 
up with $4,808,000,000 left in the «ll. 

Over a two-year period, even if Mr. 
Truman gets all the money he wants to 
spend, the budget promises a_ record 
surplus of $12,290,090,000 that could 
be used for cutting debt and taxes. 

Congress’s figuring does not stop there. 
Leading Republicans think they can 
chop $3,000,000,000_ to $4,000,000,000 
out of Mr. Truman’s spending estimates 
for the year beginning July 1. A more 
realistic figure appears to be $2,000,000,- 


' 
wuunci, 


000. Congress, thus, is promised an area , 


of around $14,290,000,000 to move 
around in. 

What this means to congressional 
planners is this: 

Taxes can easily be reduced by $4,- 
000,000,000 a year Such a tax cut, dated 
back to Jan. 1, 1948, would cost about 
$1,800,000,000 in revenue in the fiscal 
year ending next June 30. Then, in the 
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REP. KNUTSON 
... from bill to veto to law? 


year starting July 1, the full $4,000,- 
000,000 loss of revenue would show up. 
Two-year revenue cost would be about 
$5,800,000,000. 

Debt still could be trimmed by a 
greater amount than Congress had 
thought possible. Even at Mr. Truman’s 
spending estimates, debt retirement in 
the twu years could reach $6,490,000,- 
000. Congress probably can add $2,000,- 
000,000 to that by economizing on 
spending. Congressional plans heretofore 
have called for debt retirement at a rate 
of about $2,500,000,000 a year. 

Actually, there is no guarantee that 
this rosy picture will stand up. Mr. Tru- 
man’s budget assumes that the boom will 


run on, uninterrupted, for the next 1] 
months. That may or may not happen. If 
there should be a business setback, tay 
revenue would go down and some items 
of spending might go up. Then the 
promised budget surplus would shrink. 

However, Congress is likely to accept 
Mr. Truman’ s forecast of continued pros. 
perity, and to proceed with tax cuts 
accordingly. 

Republican attitude is that Mr, 
Truman has weakened his two main 
arguments against cutting taxes. 

On budget grounds, Republicans as. 
sert, Mr. Truman hardly can raise any 
objection to a moderate tax reduction. 
The only question now, as they see it, 
is how much to cut taxes. 

On inflation grounds, they argue, 
Mr. Truman weakened his stand when 
he proposed a flat credit of $40 for each 
taxpayer and dependent. This would 
mean a total tax saving for individuals 
of $3,200,000,000 a year, most of it 
going to taxpayers in the low income 
brackets. These are the taxpayers who 
spend most of their current income on 
goods and services. A tax cut for them, 
it is argued, would stimulate spending 
and add to inflationary pressures. Re- 
publicans contend that any inflationary 
effect from such a tax cut would not be 
offset by raising the tax take from cor- 
porations, as Mr. Truman proposed. 

The tax plan, as it finally goes to the 
White House, probably will be written 
in the Senate. It is not likely to follow the 











tittit—. 











Kr o Sg8L) 

















—Seibel in Richmond Times-Dispatch 


STATE OF THE UNION 


—Smith for NEA Service, Inc. 


YER OUT! 
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House bill, offered by Representative 
Knutson (Rep.), of Minnesota, chairman 
of the House Ways and Means Commit- 
tee. Senate leaders think the revenue 
loss under that bill is too high. Nor 
will it follow the line of the Adminis- 
yration’s bill, which calls for a $40 tax 
credit, offset by a new corporate excess- 
profits tax. 

Instead, it is likely to include these 
points: 

Income splitting between husband 
and wife for tax purposes. 

A $100 increase in personal exemp- 
tions. 

Relief from estate and gift taxes on 
transfers between husband and wife. 

A rate reduction of around two per- 
centage points in each tax bracket. 

A tax plan along these lines would cost 
just a little more than $4,000,000,000 
a year in revenue. This, despite the 
cheery budget outlook presented by Mr. 
Truman, is about what tax leaders in the 
Senate want. A $4,000,000,000 tax cut 
would leave, under Mr. Truman’s esti- 
mates, a budget surplus of about $5,682,- 
000,000 for the year ending June 30 
and $808,000,000 for the year begin- 
ning July 1. 

Administration position still is 
against tax cuts that would reduce the 
Government’s revenue. Treasury Secre- 
tary John W. Snyder made that clear in 
a statement before the Ways and Means 
Committee. He argued that, although he 
wanted to help little taxpayers through 
a tax credit, the revenue loss should be 
made up by raising corporate taxes. Any 
loss of revenue, he said, would cripple 
the Treasury’s debt-retirement program, 
which helps to control expansion of the 
money supply by reducing bank holdings 
f federal securities. 

This indicates that Mr. Truman prob- 
ably will veto a tax bill of the kind the 
Senate is planning. As things are working 
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The Quality that 
Keeps Customers 
Friendly 


: The extra strength, uniform size 
@ Kraft Grocery Bags 


and Sacks and full weight of Gaylord Kraft 


@ Kraft Paper and 
Specialties 


Bags a ks-are liked by 





@ Corrugated and Solid retailers 
Fibre Boxes 


@ Folding Cartons Top quality wins and holds 
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or 1809 G. St. N.W., Washington, D.C. 


INDUSTRY 


In addition to the many natural and man- 
made advantages, industry establishing itself 
in Missouri enjoys a special brand of friend- 
liness from the people of this great state. This 
helpful friendliness makes for smoother, more 
profitable operation 

Missouri leads all states in diversity of 
manufacturers. Missouri does not claim every- 
thing ... but perhaps it may have just the ad- 
vantages you are looking for in establishing 
a factory or branch. 

WRITE on your letterhead for a new Indus- 
trial Brochure full of Missouri facts and figures 
-+.Or we wiil gladly furnish information on 
your particular industry 


MISSOURI DIVISION of 
RESOURCES and DEVELOPMENT 
Jefferson City, Mo. 
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Notice of change of address should 
be sent not less than two weeks 
prior to the date change becomes 
effective. Send the address at 
which copies are now being re- 
ceived and the new address at 


which you wish to receive copies. 


U. S. News-World Report 
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435 Parker Ave., Dayton 1, Ohio 
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out, however, Congress is almost sur 
to override the veto. Tax cuts can hard} 
be stopped now. 


MOVES TO BROADEN 
SOCIAL SECURITY 


Increased pay-roll taxes to finance , 
broader and more generous Social Se 
curity system are to become an issue jp 
the 1948 Congress. 

Mr. Truman is supporting changes 
that would affect nearly every employer 
and employe in the country. Some of 
these changes may become law in 1948, 
Others are more likely to go over until 
1949 or later. 

What Mr. Truman is after can be 
measured by his own recent statements 
and those of other Administration officials, 

Health insurance is proposed as a 
new program. At the outset, it would be 
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FARM WORKER 
They get no old-age insurance .. 


financed by a tax of one half of 1 per 
cent on the first $4,800 of each indi- 
vidual’s income. Administration officials 
are divided on whether that should be 
borne by the employe or split between 
the employer and employe. Later it would 
be increased, probably to a 3 per cent 
permanent rate. Half then would be paid 
by the employer and half by the employe 
Mr. Truman recommends that this pro- 
gram get under way Jan. 1, 1949. It 
probably will not come that early, but 
chances are strong that it will be adopted 
eventually. 

Higher tax for many employers an¢ 
employes to support the program of old- 
age and survivors’ insurance also is being 
considered. The Social Security Admin- 
istration favors applying the tax unde 
this program to the first $4.800 of it 
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come, instead of the present $3,000. This 
would raise the maximum tax from the 
present $30 each for employe and his 
employer to $48 each. This proposal is 
not likely to be approved by the 1948 
Congress. Nor is the tax rate of 1 per 
cent each on employe and employer 
likely to be altered. 

Broader coverage under Social Se- 
curity programs is being recommended. 
The Administration favors broadening 
the old-age insurance plan to cover 
farmers, farm workers, domestics, public 
workers, self-employed and employes of 
nonprofit organizations. A start may be 
made toward covering them in 1948. 
Under unemployment insurance, the Ad- 
ministration wants to change the system 
to cover employers of fewer than eight 
persons. This probably will be delayed. 
Tax rate for unemployment insurance, 
now a maximum of 3 per cent paid by 
the employer, is not likely to be changed. 





~USDA 
SELF-EMPLOYED GROCER 
.. but this year may bring a change 


Disability insurance is favored by the 
Administration, but details of its program 
are not yet complete. Action is not to 
be expected soon. 

Other changes favored by the Ad- 
ministration affect rules and_ benefits. 
One part of the plan is to raise the mini- 
mum monthly benefit under the old-age 
and survivors’ program from $10 to $20, 
and the maximum from $85 to $120. 
Another is to reduce the retirement age 
for women from 65 to 60. 

These are among many social-security 
ideas that the Administration and Con- 
gess are working on. These proposals 
ae to keep coming up year after year. 
Some of them are almost sure to become 
law eventually. Some broadening of the 
system, but no general overhauling, may 
come in 1948, 
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Free hooklet tells how to simplify 
and save on accounts receivable 


Send for your copy of Booklet KD 253 
describing Kolect-A-Matic, the money- 
saving Simplified Unit Invoice Account 
ing Plan. Address Systems Division, 


315 Fourth Avenue, New York 10, N.Y. 





Are cost-heavy systems 


LOOK ouT! Cost-heavy systems have a handy way 
of stealing business profits. Yet many of these 
controllable costs can be corrected by simplifying 
systems throughout your business. 


EXAMPLE: One prominent firm attacked their con- 
trollable costs by installing a Remington Rand 
simplified Ledger. Results: 


1 Centralization of customer history, credit authori- 
zation, and ledger records in a single control... 
operated by ONE clerk instead of three! 


2 Executive time spent on delinquency analysis 
sharply reduced. Collection follow-up automati- 
cally activated with minimum executive direction. 


3 Overall costs for collection follow-up, executive su- 
pervision, and general ledger operations at their 
lowest level in the company’s history! 


Whether your costs are high in ledger . . . pro- 
duction... stock ...or sales... Remington Rand 
simplified systems can pay you extra savings by 
reducing controllable costs. Write today for ex- 
planatory booklets on any of these phases of ad- 
ministrative control. 


: 4 < 
THE FIRST NAME IN BUSINESS SYSTEMS 
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A new windfall of from $1,000,000,- 
000 to $2,000,000,000 is expected to be 
realized by veterans at some time in 
1948, or in 1949. This windfall is to go 
to those who hold, or have held, national 
service life insurance. 

President Truman referred to distribu- 
tion of this money in his budget message. 
Timing of payment and the amount of 
the dividend are to depend upon the out- 
come of court tests of the obligation of 
the Government under life insurance. 
When payment is made, it will be another 
factor adding to money in the hands of 
millions of persons for. current spending. 

This insurance surplus really is related 
to overpayment by the policyholders, 
during the war and since, on the basis of 
insurance risks involved. There have been 
fewer deaths of insured persons than ex- 
pected. The size of the fund, however, 
was not affected by the number of war 
casualties. Death payments resulting from 
combat or other extra hazards of military 
service were not made from this insur- 
ance fund, but from separate appropria- 
tions by Congress. Premiums charged, 
thus, have proved to be larger than nec- 
essary to cover insurance risks involved. 


Who is to get a dividend check? 
When the time comes to pay, checks will 
go to almost everyone who held this 
wartime insurance. The Veterans’ Admin- 
istration may make a rule that service in- 
surance must have been hell for a mini- 
mum length of time for the holder to get 
a dividend. But most of those who had 
national service lite insurance at one time 
or another will collec:. 


What is to be the size of payments? 
This will vary. Some persons will get 
fairly large checks, others small ones. The 
average may be from $65 to more than 
$100. But some may get from $200 to 
$300, or even more. The final amounts 
will depend upon the size of the fund 
available for the dividend payments. 


How is the amount of payment to be 
determined? 

In an individual case, the size of payment 
will depend upon the face amount of the 
policy, the age of the holder when he 
took out the insurance, and the length of 
time in which he kept up payment of 
premiums. 


How many will get checks? 

Probably about 15,000,000 veterans and 
servicemen. That is the number who took 
out service insurance, involving more than 
19,000,000 separate policies. Most of 
these are expected to qualify for dividend 
payments. 
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Weve Been Asked: 
ABOUT INSURANCE REFUNDS FOR VETERANS 


Will World War | veterans get some- 
thing? 

No. Only World War II veterans and 
those still in service. Payments are to be 
made only to holders of national service 
life insurance. A different type of insur- 
ance was issued to servicemen in World 
War I. 


What will a veteran have to do to 
collect? 

On most cases, nothing at all. No special 
application will be required. For those 
still having insurance policies in effect, 
dividend checks will be sent to the ad- 
dresses listed with the Veterans’ Admin- 
istration. For others; VA probably will 
send checks to the last addresses shown 
on its books. Veterans who have moved 
without telling VA of their new addresses 
will have to notify the agency of the 
change before getting checks. 


Will a veteran have to reinstate his 
insurance? 

No. Payments usually will be made to 
veterans even though their insurance 
has lapsed. But a veteran who has kept 
up payments on his service term insur- 
ance, or has converted this to a regular 
peacetime policy, will receive a larger 
dividend payment than if he had let 
the policy lapse. 


Can wartime’ insurance be re- 
instated? 
Yes. A lapsed service-insurance term 


policy usually can be reinstated without 
a medical examination if the veteran says 
he is in as good health as when the 
policy lapsed. This reinstatement right 
has been extended till next July 31. Only 
two monthly payments are required. In 
addition, veterans still can convert their 
wartime insurance into one of the regu- 
lar-type policies without having to take 
physical examinations. 


Will a dividend be paid on a policy 

whose holder has died? 
Yes, in most cases. But this will not neces- 
sarily be paid to the beneficiary under the 
policy. The Veterans’ Administration may 
decide to make such dividend payments 
directly to the estates of deceased vet- 
erans. 


Will payments be made in cash? 
Present plans are to pay in cash. But an 
arrangement may be worked out under 
which a veteran can allow this dividend, 
and possible future dividends, to accumu- 
late and draw interest. Or a veteran may 
be able to use his dividend as an offset 
against premium payments. These details 
are yet to be worked out. 











What is delaying payment? 

One of the main obstacles is a pending 
court test of the liability of the Govem. 
ment under this insurance. This case jp. 
volves the claim of one woman bene. 
ficiary under a policy that she should be 
paid the fu'l face value of the policy 
every 10 years for the rest of her life, — 


What is the status of this case? 

The claim was sustained by a federal 
district court. A circuit court of appeals 
then upheld the lower court’s decision, 
The U.S. Supreme Court has agreed to 
review the case, and arguments soon wil] 
be made before that Court by attorneys 
for the Government and for the claimant 
It is expected to be several weeks or 
months before a decision is handed down. 


Suppose the VA has to pay the 
claim? 
Then the entire VA insurance outlook wil 
be changed. Many other beneficiaries in 
the same position will make claims. There 
could result a sharp increase in insurance 
payments. The present dividend fund 
could be wiped out entirely, and appro- 
priation of more funds be required of 
Congress. Thus, no dividend payments are 
to be made until this case is cleaned up 


Where is the dividend fund now? 
The money is in a special Treasury trust 
fund. Actually, the Treasury has bor 
rowed the money in the fund, and issued 
3 per cent Government bonds against it 
The exact amount of the fund that would 
be available for insurance dividends will 
not be determined until VA knows the 
amount of liabilities against the fund. 


Will payment affect the budget? 

No. Appropriation by Congress will not 
be needed to pay the insurance divi- 
dends. Instead, the Treasury would en 
gage in a form of debt retirement by 
paying back the money it borrowed from 
this fund. 





When is payment of the dividend 
likely? 

Some members of Congress are putting 
pressure on VA to speed up the payment 
This could come during the last hal! 
of 1948. President Truman indicated in 
his budget message that payment might 
come in the next fiscal year, which begins 
July 1 and ends June 30, 1949. But 
first, VA must check all of its World 
War II insurance records to determine 
who gets dividends—and how much 
Also, nothing will be done until afte 
the Supreme Court decides what the 
Government owes on the claim that ha 
been disputed in the courts. 
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lymouth 


BUILDS GREAT CARS 


PLYMOUTH BUILDS GREAT CARS...GOOD SERVICE KEEPS THEM GREAT. 
Your nearby Plymouth dealer will provide the service and factory- 
engineered parts to keep your present car in good condition 
while you’re waiting for your new Plymouth. 

PLYMOUTH Division of CHRYSLER CORPORATION * Detroit 31, Mich. 


































Does high quality at low price spell car Value to 
you? Then a long look at Plymouth can be well 
worth your while. Of 21 features common to most 
high-priced cars, low-priced Plymouth has 20. 
That’s more than twice as many as you’ll find in 
either of the other leading low-priced cars. Won’t 
you stop in at your Plymouth dealer’s and see the 
proof of Plymouth value in the Quality Chart? 


And while you’re at it, check on Plymouth’s 
many engineering advances above and beyond 
the 20 quality features. The proved protection of 
Safety-Rim Wheels in case of blowouts; the new 
security of Safe-Guard Hydraulic Brakes; the 
smoother performance of Floating Power—these 
are just a few of Plymouth’s extra advantages. 
We believe you'll agree there’s a lot of difference 


in low-priced cars. 
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Sonus 
Built 


BUILT STRONGER TO LAST LONGER 


: 
Bonus SU00F* van saz NEST OF On 


ENGINEERING PRINCIPLE THAT ASSURES LONGER TRUCK LIFE... and ONLY Ford Trucks Have It! 


The great new Ford Trucks for ’48 are 


revolutionary not only because they 


are new all through but because they are 
the amazing result of a time-proved 
truck engineering principle. This prin- 
ciple is Ford Bonus Built construction. 





Bonus Built=Extra Strength! = py-,, 
single one of the great new Ford Trucks 


for °48 is Bonus Built . . . designed and 





built with a margin of extra strength in 


every vital part. But that is only part 


LIFE INSURANCE EXPERTS PROVE. 


of this vital truck building principle... 


Bonus Built=Work Reserves! 
extra strength provides WORK RESERVES 
that pay off for truck operators in two 
important, money-saving ways... 


Bonus Built = Greater Range of Use! 
These Bonus Built worK RESERVES give 
Ford use by 
permitting them to handle loads beyond 
the normal call of duty! 
that 








‘Trucks a greater range of 


‘That means 
Ford Trucks are not limited to 


This 


FORD TRUCKS LAST UP TO 19.6% 


doing only one single, one specific job! 


Bonus Built=Longer Life! 


more, 


What’ 
these same WORK RESERVES allow 
Ford Trucks to relax on the job.. . 


do their jobs easier, with less strain and 





less wear. Thus, Ford Bonus Built 
Trucks last longer because they are 
built to work easier! 


See the great new line 
3uilt Trucks for 
*BONUS: “Something given in addition to what 


is usual or strictly due.’’— Webster's Dictionary 


LONG R! 


of Ford Bonus 
°48 now! 

















a! 

















Reg. U.S. Pat. Off. 





INDICATORS OF BUSINESS ACTIVITY = 


Output of factories is rising as plant 
soansion boosts capacity. 

Steel operations were scheduled at 
Y8.7 per cent of capacity for the 
week ended January 17, highest 
since May, 1944. 

Basis for the steel rate is capacity on 
Jan. 1, 1947. Capacity, however, 
was enlarged almost 3,000,000 tons 
in 1947. Scheduled output is less 
than 96 per cent of actual present 
capacity. 

Output of factories rose to 199.5 on 
the U.S. News-World Report indi- 
cator for the week ended January 10. 

Auto output rose to 112,219, from 
65,573 the previous week. Plant 
capacity is large enough to expand 
output if steel becomes available. 

Plant and equipment expenditures 
planned by business for the first 
quarter of 1948 are at a rate of 
$16,400,000,000 per year, 8 per 
cent below planned expenditures 
for the 1947 fourth quarter and 
1 per cent below actual expendi- 
tures in the third quarter. 

Manufacturing plans to spend at a 
$7,240,000,000 rate, up 25 per cent 
from a year ago but down 11 per 
cent from fourth quarter of 1947. 

Utilities plan to spend at a rate of 
$1,960,000,000, up 50 per cent 
from a year ago but down 11 per 
cent from the fourth quarter. 

Railroads plan to spend at a $1,440,- 
000,000 rate, 125 per cent above 
a year ago but down 3 per cent 
from the fourth quarter. 

Commercial and miscellaneous con- 
cerns plan to spend at a $4,320,- 
000,000 rate, 20 per cent above 





duatinn 
PiVuuull¥ 


In (Federal Reserve Index) 
Index | Factory Output Industrial. Activity 
¥ 


200 
hea | 


Points 





115 














0 . : i an 
JFMAMJJASOND JFMAMJS JASON 


1946 1947 


© 1948, By The U. S. News Publishing Corp. 
Source: FRB 











a year ago, 2 per cent below the 
fourth quarter. 

The top of plant and equipment 
spending may have been reached. 
Plant expansion normally intensifies 
inflationary pressures early in a 
boom, then tends to level off just 
when output of goods is rising fast. 

A decline in spending for plant and 
equipment, however, is unlikely to 
go far while demand for goods gen- 
erally is strong. The drop from the 
fourth quarter of 1947 to the first 
quarter of 1948 may be no more 
than the normal seasonal amount. 

The production rise, at least until 
now, has been too small to dampen 


the inflation. Volume of production, 
shown in the top chart, has risen 
sharply since July, but has gained 
little since first quarter, 1947. 

Spending has outrun production. 

Retail-store sales were at a rate of 
$125,500,000,000 per year in No- 
vember, up 2 per cent from October 
and 16 per cent above a year ago. 

Nondurable-goods-store sales rose 
to $94,000,000,000 in November. 
That was 3 per cent above October 
and 12 per cent above a year ago. 

Durable-goods-store sales rose to 
$31,400,000,000 in November, up 
30 per cent from a year ago. 

Total spending for goods and serv- 
ices in three 1947 quarters is given 
below, in billions per year: 

Ist 3d 4th 
$223.1 $232.3 $242.5 
Consumption 158.0 166.0 172.0 
Investment 29.4 30.4 33.0 
Foreign, net 8.3 7.7 8.5 
Government 27.4 28.2 29.0 

Employment reflects boom levels of 
business. 

Nonagricultural employment rose to 
51,000,000 in December, up 400,- 
000 from November, a new record. 

Prices at wholesale rose to 164.5 on 
the Bureau of Labor Statistics index 
for the week ended January 10, 
the tenth straight gain. Food and 
industrial goods were higher. 

Production already has_ enlarged 
plant and equipment, refilled inven- 
tory pipe lines and filled some of 
the most urgent consumer demands. 
Incomes, however, are still rising 
and spending is heavy. The boom 
still shows vitality. 


Total spending 
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COAL London 

The British Government lost $6,983,468, or 15 cents a ton, 
on all coal mined during the first six months of nationalization, 
according to the, National Coal Board. The Board attributes 
the loss to rising costs of production, which in turn stem 
largely from institution of the five-day week in the min- 
ing industry. By July 1, 1947, the Board says, production 
costs were about 80 cents a ton higher than they were 
at the end of 1946, when the mines were taken over from 
private owners. 

© o0o°0 

SOVIET DELIVERIES Bucharest 

Russia shipped 34,833 tons of cast iron to Rumania between 
February 20 and Dec. 31, 1947, the Rumanian radio reports. 
February 20 is the date on which a trade agreement was 
signed between the two countries. The Rumanians list the 
following as among other imports from the Soviet Union: 
538 tons of special steel; 94,901 tons of iron ore; 74,803 tons 
of coke; 119,350 tons of coal; 472 tons of synthetic rubber; 
10,810 tons of cotton; 515 trucks; $141,000 worth of spare 
parts for automobiles; $14,000 worth of ball bearings; 121,930 
electric bulbs; 463 tractors and $230,000 worth of medical 
supplies. 


°° 
ELECTRICAL EQUIPMENT Pittsburgh 
Westinghouse Electric Corp. is to furnish all electrical 
equipment for a pipe line to carry crude oil from Cushing, 
Okla., to Wood River and Salem, Ill. The line, to be built by 
the Shell Pipe Line Corp. and the Texas Pipe Line Co., will 
need electric motors totaling more than 35,000 horsepower 
to run the eight pumping stations. 
a) 
AUTOMOBILES Prague 
Tatra, which manufactures automobiles at Brno, Czecho- 
slovakia, will begin producing a new model in April. The 
Tatra has a four-cylinder motor and a top speed of 80 miles 
an hour. At cruising speed, it travels 28 miles to a gallon of 
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POLISH MINER 
His country wants him to dig an extra 23 tons in ‘48 
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gasoline. One thousand of the new cars are to be built this 
year and 8,000 next year. None will be exported until road 
tests have been completed. Price will be $2,600 at the legal 
rate of exchange. 
© 00 
RECORDINGS New York 
RCA Victor Mexicana, subsidiary of the Radio Corporation 
of America, will. begin operations in March at its new plant 
near Mexico City. Capacity of the plant will be 500,000 
records a month. At the start, however, output will be at q 
rate of 250,000 to 300,000 a month. Bulk of production wil 
be for the Mexican market, but some records will be exported 
to Central America. Another RCA record factory is being 
built at Sao Paulo, Brazil, and is to be completed early next 
year. 
© 0°0 
COSMETICS Toronto 
William R. Warner & Co. is expanding its Toronto plant to 
permit increased production of cosmetics and pharmaceuticals 
for the Canadian market. The addition to the plant is expected 
to be completed by April. The company also is planning addi- 
tions to its factory at London, England. 
© 0° 
SHIPPING Houston 
Warren Petroleum Corp. has put into service the first ship 
to carry liquefied petroleum gases. The vessel, which has a 
capacity of 1,386,000 gallons in 68 pressure tanks, will 
operate between Houston, Tex., and Newark, N. J. 
© 00 
IRON ORE San Félix, Venezuela 
Bethlehem Steel Co. expects to begin production of iron 
ore near here by the end of 1948. First shipments to the 
United States are to start a year later. The company wants to 
use the intervening period to get into large-scale production 
and to build up stocks to the point where frequent sailings of 
ore carriers can be maintained. The ore deposits are ,30 miles 
from the Orinoco River. Shipments will be hauled to the river 
by rail and then moved to a transfer point at the river’s mouth 
by barge. 
© o°o 
COAL Warsaw 
Poland is planning to dig 10 per cent more coal this year 
than last, when 59,130,675 tons were produced, 1,630,675 
tons more “han the goal. If the goal is reached, probably one 
fifth of the total output will be exported to other European 
countries. During 1947, Poland shipped coal to Russia, 
Czechoslovakia, Denmark, Sweden, Norway, Austria, France 
and Britain. The Government reports that it invested $82, 
000,000 in modern equipment for the mines last year and 
intends to spend $132,000,000 for additional equipment 
this year. 
© oO 
CONVEYOR BELT Akron 
A contract to build a line of conveyor belts seven miles long 
at the Bull Shoals Dam in Arkansas has been awarded to the 
Goodyear Tire & Rubber Co. The conveyor system will carry 
raw materials for the dam. The company reports that the belt 
will be the second largest ever made, the one it built at 
Shasta Dam in California in 1939 being 10 miles long. 
© 0 0 
TEXTILES Tokyo 
The U. S. Commercial Co., the Government agency that has 
been handling exports from Japan, had contracted at years 
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Operations Throughout the World 


end to deliver a total of 522,879,388 linear yards of Japanese 
cotton fabrics to 31 countries, including the United States. 
By that time, the company, now being liquidated, had shipped 
more than 325,000,000 linear yards of cotton cloth made in 
Japan since the war ended. Another 57,000,000 linear yards 
had been exported from Japanese stockpiles. Through Novem- 
ber, exports of cotton fabrics by the USCC reached a total 
value of $109,929,593. 
© 00 
RON ORE Tokyo 
Japan will receive in February its first imports of iron ore 
since the end of the war. E. Ott & Co., of Hong Kong, an 
international development firm, has signed a contract with 
the Japanese Government’s Board of Trade to provide 250,000 
tons of ore from the Chinese island of Hainan. China has 
ganted the company rights to develop Hainan’s resources of 
ion ore. Japan’s order is to be filled between February and 
the end of the year. Japan’s iron and steel industry long has 
been dependent on ore imports. Before the war, chief suppliers 
were British Malaya, China, Korea, Australia and the Philip- 
pines. In the 1933-36 period, Japan’s imports of iron ore from 
ill sources, exclusive of Korea, averaged about 2,710,000 
metric tons a year. 
0°00 
Oll Mexico City 
Construction of a modern oil refinery is to get under way 
at Salamanca, Mexico, in May. PEMEX, the Mexican oil 
monopoly, has awarded the contract for designing and con- 
structing the plant to Arthur G. McKee & Co. of Cleveland, 
Ohio. The refinery will include a 30,000-barrel unit for dis- 
tilling crude oil and other up-to-date equipment. Construc- 
tion, scheduled to be completed next year, will be supervised 
by the Phillips Petroleum Co., of Bartlesville, Okla. Oil will 
be shipped to the refinery by pipe line from the Poza Rica 
felds. Bethlehem Steel Corp. has contracted to build pipe for 
51 miles of this line at a cost of $528,524. A Mexican steel 
firm, Altos Hornos, of Monclova, Coahuila State, will build 
the rest. 
© 0 0 
TRACTORS Brno, Czechoslovakia 
The Zbrojovka Tractor Works is expanding its plant. It 
plans to turn out 20,000 tractors a year, instead of the present 
3400. Most of the increased production is to be exported 
to Poland, Denmark, France and Belgium. 
© 0 0 
SHIPPING New York 
The Moore-McCormack liner Argentina has sailed on her 
first postwar voyage to South America. The vessel has been 
rebuilt and completely redecorated. The job, which took eight 
months, was one of the largest of its kind ever done at the 
Bethlehem Steel Co. yard at Fifty-sixth Street, Brooklyn. 
During the war, the ship transported 200,000 troops to 
various war theaters and later carried war brides to the 
United States. On its present voyage, the Argentina will stop 
at Rio de Janeiro, Santos, Montevideo, Buenos Aires and 
Port of Spain. In addition to the Argentina, two other 
Moore-McCormack liners will return to commercial serv- 
ice to South America soon. They are the Uruguay and the 
Brazil. 
° 0 Oo 
CONVERSION Pascagoula, Miss. 
Ingalls Shipbuilding Corp., facing a decline in orders for 
ship construction, is broadening its production program. 
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Facilities have been installed for the making of pipe for oil 
lines, sewers and dredging, and for the fabrication of under- 
ground storage tanks. Building of pipe already has begun. 
The corporation also is planning to turn out steel railroad 
cars of all types within six months. The yard’s first experi- 
mental Diesel locomotive, built last year, stil] is undergoing 
tests under full load. Including ships, the company now has 
$30,000,000 in orders on the books. 
© O° 
EXPOSITION SHIP Genoa 
An “exposition ship” is sailing from Genoa to display 
Italian products in Western Hemisphere markets. The ship 
is chartered by the Fieria Campionaria Navigante, of Milan. 
It will stop at La Guaira, Venezuela; Barranquilla, Colombia; 
Colon, Panama; Veracruz, Mexico; New Orleans; Havana; 
Port-au-Prince, Haiti, and Ciudad Trujillo, Dominican Re- 
public. Samples of the Italian goods will be sent from ports 
to inland cities for display. 
° oO 
MARKET STUDY Newark, N. J. 
Atlas Supply Co., affiliate of Standard Oil Co. (N. J.) that 
manufactures automotive and aviation supplies, is making 
an aerial survey of world markets for tires, tubes, batteries 
and other equipment. A four-engine plane has been equipped 
as a flying showroom to demonstrate the company’s products. 
Masket surveys will be made during the plane’s stops in South 
American, African, Asiatic and Australian cities. The trip 
will take 100 days and cover 45,000 miles. 
rn) 
OIL Caracas 
Because of material shortages and delays in - deliveries, 
Creole Petroleum Corp. estimates that the cost of building 
its new oil refinery on the Paraguana Peninsula, Venezuela, 
will be $100,000,000. This is $35,000,000 more than origi- 
nally called for. The refinery, docks and pipe line are not 
expected to be completed before 1949. The corporation is 
controlled by Standard Oil Co. (N. J.). 


s 


—Standard Oil Co. 
VENEZUELAN OIL 


A $65,000,000 project will now cost $100,000,000 
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What you as a businessman CAN and CANNOT do 


as a result of federal court 


YOU CANNOT expect to get the Na- 
tional Labor Relations Board to throw 
out a union’s election petition on the 
ground that union spokesmen made false 
and misleading statements about your 
company. In two decisions, the Board 
refuses to dismiss union election petitions 
after the employers complained about 
false pre-election campaign statements 
by union leaders. 


* * * 


YOU CANNOT count on being al- 
lowed an income tax deduction for the 
cost of establishing an employes’ bene- 
ficial trust fund, as an inducement for 
workers to remain with your firm. The 
U.S. Tax Court rules in one case that 
such expenses are not deductible as com- 
pensation for services rendered or as or- 
dinary and necessary business expenses. 


* * * 


YOU CAN now use a single applica- 
tion form in applying for mortgage in- 
surance on 10 or more houses under Sec- 
tion 603 of the National Housing Act. 
The Federal+ Housing Administration 
simplifies the procedure for builders in 
getting this mortgage insurance on a 
group of one to four-family houses. 


* * * 


YOU CAN find out about 60 German 
electrical patents, which are available 
for licensing, from the Office of Alien 
Property of the Justice Department. The 
patents, affecting manufacture and use 
of electrical apparatus, can be licensed 
on a nonexclusive royalty-free basis. 


* * * 


YOU CANNOT expect to get NLRB 
to assume that a union has lost its ma- 
jority standing in your plant merely be- 
cause there has been a big increase or 
decrease in your working force. In one 
case where an employer questioned that 
a union still represented a majority of his 
workers, the Board decides that a certi- 
fied union normally may be expected to 
absorb newly employed workers into its 
membership, and to maintain its majority 
status during economic layoffs. 


* * * 


YOU CANNOT be required to pay a 
gift tax on marginal-trading profits 
realized by a trust, created by you, when 
you conduct the trading operations on 


and administrative decisions: 


behalf of the trust. A federal circuit cour 
of appeals finds in one such case, wher 
the income from marginal trading was 
allowed to remain in the trust, that there 
was no direct or indirect transfer of 
property calling for a gift tax. 


* * * 


YOU CANNOT always be required to 
pay an income tax on the entire profits of 
your family partnership merely because 
your partner contributed no capital and 
has only restricted authority. The U.§, 
Tax Court finds, in a case where two 
brothers contributed important services 
to their partnership, that the one who put 
up all of the capital and had greater av. 
thority was not taxable on the entire 
earnings of the business. 


* * * 


YOU CAN get information about Ger. 
man developments in production of syn- 
thetic leather from four reports issued 
by the Office of Technical Services. The 
reports range in price from 50 cents to $2, 


* * * 


YOU CANNOT, as owner of a trade- 
mark, count on getting courts to order 
someone else not to use the mark unless 
you can show a likelihood of confusion 
resulting from this use. On this basis, a 
circuit court of appeals refuses to enjoin 
a bakery from using the same trade-mark 
used by a fruit and vegetable distributor. 


* * * 


YOU CANNOT expect to get the 
courts to set aside an NLRB order, citing 
you for unfair labor practices under the 
ald Wagner Act, even though officers of 
the union that made the complaint have 
not signed non-Communist affidavits. A 
circuit court of appeals upholds the 
Board in a ruling that an old complaint 
of this kind, issued under the Wagner 
Act, is not nullified by refusal of a union 
to comply with the filing requirements 
of the Taft-Hartley Act. 


* * * 


YOU CANNOT safely select employes 
for a layoff so as to include a dispropor- 
tionate number of union members, when 
economic reasons make a cutdown it 
force necessary. In one case where an 
employer laid off 14 union members and 
three nonmembers, NLRB finds discrimi- 
nation against union members. 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
courts and Government bureaus. In making their decisions, courts and bureaus considet 
many facts which, for reacons of space, cannot be set forth in detail. U.S. News-WortD 
Revort, on written request, will refer interested readers to sources of this basic material. 
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LONDON....PARIS....BEYROUTH....BUENOS AIRES...- 
a Now that full details of the Russian-British trade deal are out..... 
tak al It's clear that Russian negotiators have learned a lot since their big 
e US. agreement with the Swedes back in the autumn of 1946. 
Te two The Swedish Government then pulled a fast one. It signed the agreement, 
hou but did not guarantee either that the Russians would be able to place orders for 
iter au- machinery, etc., with Swedish firms or that delivery would be made within a cer- 
entire tain time. Result has been that Russia even yet hasn't placed much of its busi- 
ness. Swedish firms say their order books are filled. 

But_now, in the British deal, Russia will not deliver all the grain agreed 
pe to unless half of her orders are placed by May 1. Delivery dates also are care- 
issued fully worked out. Russia wants things like locomotives, flat cars, rails, elec- 
a tric generators, cranes, excavators. Everybody wants those things today. 

Point to watch is how Britain is going to insure the delivery of such 

equipment to Russia when. others had their orders in first. 
“— Russians are expected to pattern other deals with the West on this one. 
unless If they do, hob is going to be raised on crowded order books. 
nfusion 
pr Tinkering with the pound is feared in Britain..... 
e-mark That's what is behind the dehoarding of pound notes, the scramble for sil-= 
ibutor. ver coins. For the first time since 1939, the Bank of England is able to reduce 
the number of pound notes in circulation. Black marketeers and hoarders are 
‘a scared by Russian action on rubles. But almost all the British coins available 
ler the have lately been drawn into circulation. Silver coins, having metallic value, 
2ers of now are being hoarded. Smali change, thus, is hard to come by in Britain today. 
pe Pound devaluation is being seriously considered. But odds are against it 
ls the right now. It would make imports more expensive, exports less expensive to others. 
= Devaluation is to come later when Britain feels her exports need a new 
union selling point. Right now, order books for exports are crammed. But it's true 
ments that the British are meeting growing competition in export markets. 

Meanwhile, France is having some trouble selling the International Monetary 

Fund on an Italian-style devaluation. That would provide a Special cheap franc 
= to build up anemic exports. The Fund doesn't like special rates, wants one rate 
when for all French francs used in world trade or finance. 
vn in 
ne The Monetary Fund is entering a more active sStage..... 
crimi- It's going to have a lot more to Say about currency reforms from now on. 

It may act aS intermediary on money matters between the U.S. administration 

of the Marshall Plan and the 16 recipients. 

a Most people don't think the Fund has done much to earn its keep yet. 
veri (over) 
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WORLD COMMERCE AND INDUSTRY=-= (Continued) 


Actually, it has made currency loans of $468,000,000 in the last 10 months. 

That sum comes close to matching the loans of the World Bank. 

Much of the Fund's activity has been in making successive advances to Brit-= 
ain. Not much more can be lent to the British until next September. 

These British withdrawals from the Fund have helped to keep the Empire 
going. They've been used partly to keep Britain's creditors at arm's length. 

Now, Britain is suggesting that creditors such as Egypt and India draw on 
the Fund for dollars. Their problem is scraping together dollars. That's also 
Britain's problem. The Fund can be a temporary safety valve. 





Arab resistance has stopped work on one pipe line in the Middle East. 

Pipe line to carry oil from the Saudi Arabian fields to the Mediterranean 
is affected. This is being constructed by American oil companies. 

Palestine position of the U.S. is now coming home to roost. 

Stopping the pipe-line work means little, unless it's long continued. But 
there may be immediate clamor about the 300,000 tons of U.S. pipe allocated. 

Pipe is very scarce. It can't lie idle when it could be used elsewhere. 

Implications of Arab resentment are serious. The U.S. military is counting 
more and more on Middle East oil. American oil fields can't quite meet peace- 
time demand. Western Europe expected to start big-scale refining of Middle East 
oil as soon as the pipe lines are finished. Russia, meantime, waits in the wings. 














Latin America, thus, looms as more important in the oil picture. 

But many Latin-American countries are beginning to think a good deal more 
about keeping subsoil rights to themselves or their citizens. 

In Brazil, four American companies are marking time. They are waiting for 
the Brazilian Congress to decide who gets any oil found. In Peru, it's the same. 

In Argentina, American companies are getting contracts to build oil wells. 
But they don't get rights to resulting oil. In Mexico, it's roughly the same. 

In Venezuela, new concessions are not being handed out. But there's a lot 
of development work still to be done on old concessions. 

American companies are not too hopeful about bucking the trend in these 
countries. They want help from Washington. The U.S. Government might take the 











matter up at the Pan-American Conference in Bogota during March. 


On the receiving end of the Marshall Plan, here's the situation: 

London and Paris are wondering what to do to help the Truman-Marshall 
forces in Washington. Growing prospects of a tussle in Congress over aid to 
Europe is causing real worry across the Atlantic. 

Washington squashed the idea of reassembling the Paris committee of the 16 
Marshall countries. It would have looked like counting chickens. 

U.S. budget has Western Europe worried. Biggest boost, year to year, is in 
international aid. That makes it vulnerable. Especially as 1948 will be a 
banner year for budget slicing. Most of the rest of the budget--the defense 
program, veterans' benefits and interest payments on the public debt--won't be 
cut much, if any. Defense estimates might even be raised, the way things look. 

American inflation is another major worry in Western Europe. Congress can 
appropriate dollars, not goods. The more prices go up, the fewer things the 
Marshall countries can buy. What's more, as U.S. prices soar, pressure increases 
for lower taxes, more budget slashing. Result could be less aid for Europe. 
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While you sleep, the busy traffic of a great nation rolls 


. safely, smoothly, through the railyards that serve American 
. ie railroads. Keeping ahead of your transportation needs is 
a round-the-clock struggle—a challenge the railroads 


have never failed to meet. Their achievement is a signal 





tribute to the superiority of free enterprise over any form 


3 
Wee] VEU of socialized control. Every American must be vigilant 


to keep them free. 


slee A} The business of the railroads is hauling billions of tons 
e e bd a be . . . . 7 : iw . 
of freight . . . carrying millions of passengers on safe, reliable 
schedules in all kinds of weather ... the upkeep 


and operation of properties which took a century to build 


and cost over $26 billion . . . efficiency and preparedness 


to serve instantly every transportation demand. 





4 
; 
J 
. 
© 1948 P.- S.C. M.CO,. 
° 
The job they nave doue ras earned the railroads the right 
a to continued progress. They are the world’s best because 
Pullman-Standard serves the railroads by building much of their competition has forced them to excel to survive; because 
freight and passenger equipment . . . deluxe streamliners, pre- ee sala a ail as . aa 
ferred by travelers, and dependable freight cars which shippers private ownership demands efii¢ lent management an 
s > av -Gtaridard’s latest tune er——P-S.1— ana ; _ : ; 
pen say en. Cees eee ane Dem one rewards ability. Insist on a national transportation policy 
is another stride forward. It supplies the need for a standardized : 
car capable of mass production to produce economies and more which will give the railroads fair operating conditions, fair 
rapid deliveries. 4 ; Fes : 
PULLMAN- STANDARD earnings, and a fair chance to contribute more and more to 
CAR MANUFACTURING COMPANY « CHICAGO your individual welfare and to the prosperity of all. 
. Offices in six cities from coast to coast 
5 d 


Manufacturing plants at six strategic points 
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Lewis Douglas as State Department's Key Man for Marshall Plan: 


Background in Business, Government and European Diplomacy 


> Lewis W. Douglas is the symbol of 
the first major dispute to arise from the 
Marshall Plan. If present plans mature, 
Mr. Douglas, the tactful, energetic Am- 
bassador to London, will administer the 
European aid program. The idea is to set 
up a new agency and place him at the 
top, but subject to State Department 
orders. 

Many in Congress, now getting down 
to the details of the program, are ques- 
tioning this arrangement, however. They 
are talking increasingly of establishing an 
independent bipartisan board to give the 
program a “businesslike” management 
and free it from outside pressures. 

Whatever the outcome, Mr. Douglas is 
expected to be prominent in putting the 
Marshall Plan into effect. He is well liked 
in Congress, especially by the more con- 
servative legislators. At the moment he is 
serving as liaison man between the State 
Department and the Capitol, and is in 
charge of presenting the case for the Plan 
in committee hearings. (Salient excerpts 
from Mr. Douglas’s testimony appear on 
pages 68-71.) 

Thus, Mr. Douglas is at the center of 
the hottest controversy of the year. Ques- 
tions are being asked about him, and the 
sort of administration he could be ex- 
pected to give the European aid program. 
And the inner nature of the dispute over 
administrative methods, a dispute that he 
typifies, has been overlooked. 

Conflict. The issue fundamentally is 
whether or not the State Department 
shall hand out the loans and grants of the 
Marshall Plan. Since the program is aimed 





at strengthening anti-Communist ele- 
ments in Western Europe, opposed to 
Russian expansion, the Department wants 
the program kept flexible. 

It would like to be free to change plans 
and schedules as the international situa- 
tion develops, rush aid to one spot or 
another as trouble from Russia may arise 
or be threatened. Since foreign aid is 
so intimately wrapped up with foreign 
policy, the Department thinks Secretary 
George C. Marshall should have the 
power to say what shall be done. 

Congressional conservatives have a 
different view. They fear that an unbusi- 
nesslike scramble would result from such 
a system; that, in the interest of the 
strategy of the moment, the program’s 
directors might overlook actual need, pos- 
sibility of repayment and possible safe- 
guards. This group wants to take over-all 
direction out of the Department. 

Ambassador Douglas. who helped to 
draw up the plan, sides with the Depart- 
ment. He backs Secretary Marshall's 
statement that it is impossible to have 
two Secretaries of State. The Ambassa- 
dor’s first interest, however, is in getting 
a plan adopted by Congress and starting 
funds and supplies flowing to Europe. 

Old distrusts. The attitude of the 
congressional group implies, however, no 
distrust of Secretary Marshall or Ambas- 
sador Douglas. Although the Secretary is 
under some personal fire for the first time 
since he entered the Cabinet, his prestige 
remains high and unchallenged. Congres- 
sional conservatives know Mr. Douglas 
as one of their own, a former member of 


the House who opposed New Dg 
spending, a businessman, and one why 
has the facts of the European situatiy 
at his fingertips. 

Beneath this, however, lies a lingering 
traditional distrust of the State Depa, 
ment and of the men below the top ley 
who carry on its activities. In addition, 
the Marshall Plan covers a four-year spy 
in which political changes might put ley 
acceptable officials than Mr. Marshal 
and Mr. Douglas in charge. 

These are the reasons for the appareaj 
strength of the idea of putting a board jj 
charge, of which the Secretary of Stat 
would be just one member. But \; 
Douglas has his own administrative idex 

Staff. He thinks a staff of about 
persons abroad and 500 in this county 
would be sufficient. It would be headed 
by a single administrator. Where foreig 
policy is directly affected, the Secretay 
of State would have control, but, wher 
details of business management are cop. 
cerned, he would not be expected to in 
terfere. 

























Some important members of the Ser 
ate, such as Chairman Vandenberg 
the Senate Foreign Relations Committe 
and Senator Tom Connally, the Commi 
tee’s ranking Democrat, think such a 
arrangement fails to assure businesslike 
administration. 

Production, he thinks, must be buil 
above its prewar levels if Europe is t 
buy in America as it should. His reasu 
is this: Before the war, Europe, he say 
was drawing some $2,000,000,000 mor 
in dividends on American securities 





MR. DOUGLAS ON THE HILL: He can range from emotional appeals to frosty factualness—as Congressmen are finding 
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owned abroad than at present. This pro- 
vided an important margin of dollars that 
gow can be regained only by production. 

The point is in dispute. Congressional 
critics assert that much would be accom- 
plished if “hidden assets” of Europeans, 
in the form of hoarded gold and foreign 
curities, were forced into the open, or 
taken over by the countries that benefit 
from the Marshall Plan. 

Currency stabilization. Mr. Doug- 
las also may be expected to insist that 
currencies be stabilized as quickly as 
possible. He doubts that much can be 
done in this direction, however, until pro- 
duction has been increased considerably, 
the tax collector put to work, and budgets 
prought nearer to a balance. But, again, 
he considers the key necessity to be pro- 
duction. 

He, himself, is the author of an ar- 
rangement intended to reduce the money 
upply abroad. Under this plan, the bene- 
fting countries agree to withdraw from 
Hcirculation currency equivalent to the 
af value of the direct aid received. As the 
program develops, he predicts that “very 
Hage” amounts will be retired, with a 
be headei consequent check on inflation. 
sre foreign’ This, too, is disputed by economists, 
- Secretangl who raise questions as to simultaneous in- 
yut, wher creases in purchasing power through bank 
1t are con loans and other media not affected by the 
cted to ing withdrawal plan. 

Repayment. If production is stimu- 
lated according to plan, Ambassador 
Douglas foresees large repayments of the 
amounts advanced. 

Of the proposed outlay of $6,800,000,- 
000, he thinks repayments may run from 
$1,300,000,000 to $2,800,000,000. 

Previous aid to Europe. Mr. Doug- 
ks is almost belligerent in combating 
asertions that previous aid to Europe has 
been wasted. He estimates that some 
$10,000,000,000 has been made avail- 
able to the Marshall Plan countries in the 
last two and a half years. Meanwhile, he 
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says, the national income of those coun- 
tries, which stood at $78,000,000,000 in 
1940, has risen from $55,000,000,000 in 
1945 to $69,000,000,000 in 1947, 

Similarly, he staunchly denies that the 
British loan was wasted. If it had not 
been made, he contends, the British 
standard of living and British exports and 
imports would have dropped heavily, 
with an “adverse” effect on-the United 
States and the rest of the world. 

The Ambassador. Mr. Douglas has 
been in a position to watch the British 
economy closely. As Ambassador, he has 
kept in close touch, not only with mem- 
bers of the Labor Government, but with 
back-bench members of Parliament, 
union leaders and workingmen, together 
with the men of the Conservative Party. 

Although a man of some means, he has 
lived unostentatiously, because he likes 
simple living and anything else would be 
out of place in postwar England. Work- 
ing long hours, the cheerful Ambassador 
has kept Washington advised of British 
needs, and Britain of American capacity 
to fill or help fill them. He has inter- 
preted one country to the other, in a way 
that has delighted the British. 

Mr. Douglas’s faith in the capacity of 
England and her people to overcome 
their postwar difficulties is unbounded. 
He went to London asserting that “Brit- 
ain is a good risk . . . her people are too 
fine and their character too strong for us 
to assume anything else.” The British 
recognized a friend in Mr. Douglas. He, 
a foremost exponent of private enterprise, 
and the Socialist leaders of present-day 
England have found it easy to work close- 
ly together. 

Mr. Douglas’s pro-British attitude be- 
gan with a Scotch grandfather who 
taught history at Cambridge and did 
much to shape Mr. Douglas’s life. His 
feeling for England was strengthened, 
too, by a period as head of McGill Uni- 
versity in Montreal. 


The Scotch grandfather migrated ulti- 
mately to Arizona and struck it rich in 
copper. Mr. Douglas’s father enlarged the 
holdings. After Amherst, two years at the 
Massachusetts Institute of Technology 
and service in the first World War, Mr. 
Douglas went into Democratic politics. 
He served in the Arizona Legislature, 
and, in 1926, was elected to the House of 
Representatives, where he quickly earned 
a position of prominence, especially on 
budgetary matters. 

President Roosevelt made him Direc- 
tor of the Budget in 1933. Mr. Douglas 
was so opposed to New Deal spending 
and other practices, however, that he re- 
signed a.year later. His opposition was 
such that in 1936 and 1940 he supported 
the Republican presidential nominees. 

As war approached, however, Mr. 
Douglas’s international sympathies 
brought a reconciliation with Mr. Roose- 
velt. The President sent him to England 
soon after Pearl Harbor to oversee the 
flow of Lend-Lease supplies. Later he 
served as Deputy War Shipping Adminis- 
trator. For a long period he was president 
of the Mutual Life Insurance Co. 

At 53, Mr. Douglas is a dynamo of 
energy, tall and strapping, with a lean, 
lined face, thinning hair and a ready 
grin. He is a forceful speaker, and can 
range quickly from emotional appeals to 
frosty factualness, and patient argument. 
He has been trying all these techniques 
on the committees of Congress in behalf 
of the Marshall Plan as drawn up by the 
State Department. 

Effectiveness. He thinks European 
resistance to Russian encroachments was 
increased obviously by passage of the 
interim-aid bill, and is being further 
stiffened by the prospect that Congress 
will provide long-range help through the 
Marshall Plan. But he may have to take 
something other than the administrative 
setup that he and Secretary Marshall 
are urging. 
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Ravages of guerrilla war bring hunger 


to onetime prosperous Greek villagers 


- ALEXANDROUPOLIS, GREECE 
; ae PEOPLE of Alexandroupolis are 
caught in the middle of the Greek civil 
war. They are dispirited and bitter. None 
of them except the rebel sympathizers 
has any reluctance about discussing the 
present situation, the anger, fighting and 
worse that has engulfed their town. 

Before the war this quiet town of 
20,000 persons was prosperous. Fishing 
fleets were numerous. They did a good 
business. Farm products from the sur- 
rounding territory were more than suf- 
ficient for the needs of the town. In fact, 
the farms of Alexandroupolis sold goods 
to the rest of Greece. A few miles north 
of here, the cultivation of silkworms was 
an active and profitable business. 

Things are different now. 

Many of the fishing boats and their 
equipment were lost during the war. 
Mines still drift in the nearby waters. 
Then there is the civil war. Recently 
the police forbade fishing at night to 
prevent the smuggling of supplies to the 
guerrillas. This was a serious blow to 
the fishermen. Most of their work takes 
place at night. On top of this, the activity 
of bandits nearby has caused many farm- 
ers to abandon their fields. 

Because of the fighting, Alexandroupo- 
lis will be hard put to feed its own citi- 
zens the rest of this winter. People don’t 
even talk about selling any food to the 
rest of Greece. Silk prices have gone so 
high that nobody can afford to buy these 
days. That means hard times for one of 
the town’s biggest industries. 

There is a feeling here that is common 
to most of Northern Greece. The people 
want guns. They say the British could 
have saved the situation long ago if only 
they had given guns to the population. 
Now the people look to America to send 
them arms. 

Most of the people I talked to had 
only good words for the United States. 
But underlying their conversation is a 
feeling of impatience. They think they 
have known about Russia for a long time, 
and that the United States is just begin- 
ning to catch on. 

“Tell America,” an old priest said to 
me, “that there is no point on earth far 
enough away from her where a fire 
can start that won't affect her people. 
American borders are here and Greeks 
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already are fighting in the front line.” 

Hardly a night goes by in Alexan- 
droupolis without the sound of gunfire 
or explosions. The railroad track is blown 
almost daily. Curfew is at 11 p.m. and 
armed guards patrol the streets all night. 
Every day refugees stream into town. 

Most of these refugees have left their 
belongings behind, taking only what little 
they could in the hysteria of evacuation. 
In order to live, they must. sell these 





meager possessions at ridiculously low 
prices. A good ox, for instance, brings 
only about a third of its real value. A 
cow was sold recently for a sixth of the 
price that could be expected in normal 
times. 

The prefect of the town does what 
he can for the refugees, but his means 
are limited. Every house that has an extra 
room is required to take in a family. 
Some homes take in refugee children 
as a way of helping out. Schoolhouses 
and warehouses have been converted 
into refugee housing. 

Each refugee gets about 20 cents a 
day from the Government for food. This 
is stretched out by food supplies carted 
from home, in the rare cases where the 
guerrillas have failed to strip the coun- 
tryside bare. 

Miserable as the refugees are, they 
are better off than the people who have 
insisted on staying in their native villages 
nearby. They are afraid to sleep in their 
homes at night, because of the war raids 
that flash through the hills at the most 
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unexpected times. They camp out ip 
the fields from dawn to dusk almog 
daily. 

It isn’t unusual to see the entire popy. 
lation of one of the nearby villages lined 
up along the railroad tracks. It usually 
means that their town has just beep 
attacked by the rebels and they are beg. 
ging for a ride to the nearest community 
of any size where they can find a degree 
of safety. 

The whole terrifying situation has 
made life especially complicated for the 
Communists and the rebel sympathizers 
around here. Like everyone else in this 
part of Greece, they hate the Bulgars, 
Yet, because of their politics, they have 
to support the guerrillas, and they are 
convinced that the guerrillas are receiy. 
ing help from Bulgaria. In trying to ex. 
plain this away they frequently tie them- 
selves in conversational knots. 

These local Communists usually tr 
to explain the situation away by saying 
that the rebels are working for a “better 
Greece” and try to ignore reports that 
aid is coming from across the border 
Only for the leftists is this a problem. 
Most of the people savor any story about 
hardships or discomfort in Bulgaria. After 
all, most of these people fought the Bul- 
gars during the war and they are not 
quick to forget it. 

I talked to some refugees a few min- 
utes after they crossed the border from 
Bulgaria. According to them, the Bulgars 
have been without oil for six months, 
have had very little sugar, and the supply 
of potatoes—the main item of their diet- 
is extremely meager. Most of the crop 
has gone to Russia. At least, that’s what 
the refugees say. 

If one doesn’t notice the refugees im- 
mediately, Alexandroupolis looks quite 
contented and peaceful, despite the fight- 
ing that goes on in the nearby hills 
almost incessantly. Bazaars are open all 
along the streets and appear to be doing 
a good business. Taverns and cafes are 
crowded. 

But underlying it all is a mood of 
deep depression. The people feel be 
trayed and cheated. They point to the 
fact that Greece previously enjoyed good 
relations with Russia. Diplomatic rela 
tions were maintained and there was an 
exchange of commercial and _ military 
representatives. But now . . . how can 
Greece still be friendly in the face of 
Russia’s present aggressiveness? 

The people’s sense of betrayal is not 
only confined to Russia. They feel let 
down by the Western Allies too. The 
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gnall amount of reparations granted to 
Greece is the greatest sore spot. All admit 
that the American aid program is a fine 
jdea, but most of the people have only 
heard words. They have seen very few 
goods. 

~ One result of all this is a feeling of 
skepticism. Some of the people of Alex- 
androupolis are beginning to wonder if 
democracy is such a good thing, after all. 
At least Hitler could get things done 
immediately, they say shamefacedly. 
That’s better than the Athens Govern- 
ment has been able to do. 

One of the local residents summed 
up the feeling of many of them when he 
remarked to me: “The people realize 
that in the long run a dictatorship is not 
avery lasting thing. But it is pretty tough 


to starve while waiting for a democracy 
to help you.” 

Morale is not good in this town. It is 
not only the present hardships that cause 
this depression. It is the fact that the 
town is so far away from the center of 
things. The people feel left out. All hopes 
for a better future are pinned on America. 
It is to the United States that the people 
look for help to take away the nightmare 
of sleepless nights and day-to-day living. 

The town prefect left me about mid- 
night, saying it looked as if it was going 
to be a quiet night for once. As I got 
into bed, two tremendous explosions 
shook the hotel, shattering several win- 
dows. This means I can sleep late the 
next morning. My train won't be leaving 
until that bridge is repaired. J. M. 


People of Rio are proud of their scenery, 


but point out sadly that they can’t eat it 


RIO DE JANEIRO 
IFE IN PRESENT-DAY Rio de Janeiro 
ol be summed up about like this: 
There aren’t enough places in which 
to live. There isn’t enough food, and 
what there is costs too much. Adequate 
clothing is beyond the reach of most 
people. Even a drink of water isn’t al- 
ways available. 

The surprising thing is that, with all 
their troubles, the people of Rio de Ja- 
neiro—they call it “the most beautiful 
city in the world”—manage to keep their 
sense of humor. They have a saying that 
about all they have left is the scenery. 
As one of my friends remarked: 

“Yes, our scenery. It can be a roof over 
our heads and even serve as our clothes 
insummer. But you can’t eat the scenery. 
Not even in summer.” 

All this doesn’t mean that conditions 
are worse in Rio than they were a year 
ago, All in all, prices have about “leveled 
of on a high plateau,” as the statisticians 
say. What it means to the average man 
is that some goods are slightly lower, 
others are much higher. But, wherever 
prices have leveled, it’s not very cheering 
to find that a loaf of bread has “leveled 
of” at 32 cents if one can afford only 
a dime. 

Prices are only one of the things that 
get attention in this city. 

For instance, the people of Rio have 
become accustomed to keeping their 
bathtubs, washbasins, odd bottles and 
containers filled with water as protection 
against the frequent emergencies that 
occur. Sometimes the morning papers 
advise householders that “water supply 
to Rio de Janeiro will be diminished 
again for 72 hours over this week end 
to make it possible to do repair work 
othe main aqueduct.” But, more often, 
there is no advance warning. 
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Also, there’s the business of finding 
a place to live. It is somewhat frustrat- 
ing to look through the classified ads 
and walk the streets looking in vain for 
an apartment to rent. What makes it 
frustrating is that there are hundreds of 
nearly completed apartment buildings, 
erected for speculative purposes, stand- 
ing empty. 

In many cases, doorknobs or windows 
are not installed, thus classifying the 
building as not completed and therefore 
not subject to taxes and the compulsory 
renting laws. The building remains that 
way while the owner shops around for 
a buyer. Some people tell me there are 
40,000 vacant housing units in Rio under 
this category despite the fact that there 
are hundreds of families unable to find 
suitable places to live. 

Renting is quite an experience, too. 
Sometimes, if one is lucky, he might find 
a place. Then he has to pay as much as 
$3,000 “key money,” or a sum almost 


that large for two or three battered pieces 
of furniture, in order to rent an apart- 
ment for about half his income. 





A headline in one of the local papers 
puts the problem this way: “It’s very easy 
to find a sweetheart to marry, but it’s 
more of a problem to find a house in 
which to live.” 

The Government has not been inactive 
against shortages and inflation, but it has 
been able to do little except check the 
flow of money in circulation. A year ago, 
currency circulation reached the highest 
point in history—four times as* great as 
in 1939. It seems to have been slowed 
down now. The Government has had two 
impressive ceremonies at which it burned 
piles of paper money, on the style of 
burning the mortgage on the village 
church. 

Taxes have gone up on excess profits 
and on all regular incomes. But there 
probably will be another increase in the 
budget deficit this year. 

To the average citizen of Rio de Ja- 
neiro, however, there are things far more 
perplexing and vexing than the Govern- 
ment’s financial troubles. Take the case 
of food, for example: 

Brazil opened its doors to foreign food- 
stuffs some time ago. The country re- 
moved import duties from almost all 
types of food. It worked for a while. 
Food did come in. Most people figured 
prices would go down. They thought the 
black market would die out. It seemed 
obvious that a flow of imports, both foods 
and other items, would cause a drop in 
domestic prices all along the line. 

But, somewhere along the line, Brazil, 
like so many other countries, ran into 
a foreign-exchange crisis. To stop the 
drain, the Government turned to import 
controls, similar to those that have be- 
come fairly general throughout Latin 
America. 

The result is that prices have started 
back up again. The shopper is caught 
in another squeeze. 

Actually, the food situation is some- 
what better than it was several months 
ago, but it is far from good. The Central 
Price Commission says there is no reason 
for a meat shortage or high prices. It 
blames speculators and profiteers. But it 
has been powerless to enforce the official 
prices. Some slaughterhouses shut down 
because they couldn’t operate under the 
fixed prices and still show a profit. Others 
turned to the black market. 

But all it means to the Rio de Janeiro 
housewife is that she still has to stand 
in line to get staple groceries for her 
family. There isn’t enough food to go 
around at prices all the people can afford 
to pay. 

Such conditions aren't new to the 
people of Rio de Janeiro. They aren't 
new either to anyone who has visited 
the city occasionally during the last year 
or so. What impresses the visitor more 
than anything else is the air of gaiety 
and happiness that stays with Rio’s resi- 
dents through all the city’s worries. 

B.S. R. 
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AID TO EUROPE: WHO SHOULD RUN IT? 


Recommendations of Mr. Marshall and Mr. Douglas 


(Following are extracts from the testimony of Secre- 
tary of State George C. Marshall and Ambassador Lewis 
W. Douglas before the Senate Foreign Relations Com- 
mittee, which is holding hearings on the European Re- 
covery Program, or “Marshall Plan.” Secretary Marshall 
appeared on Thursday, Jan. 8, 1948, with Ambassador 
Douglas, and the Ambassador took the stand himself on 
the following day.) 


Senator Connally. Mr. Secretary, . . . I want to ask you 
some questions about the administrative setup, and how 
this plan is going to be carried out. I thoroughly agree with 
you that there should be a single head, and . . . you say 
that the State Department ought not to have any direction 
of the matter... . 

Secretary Marshall. Not quite that, Senator. In the draft 
of the bill that we submitted for consideration, the State 
Department is given the direction and the control of matters 
relating to foreign policy . . . there has to be a co-ordinated 
arrangement, and it must be one that is not on such an un- 
certain basis that we would get into serious complications. . . . 

In any event, . . . the President may have to make the final 
decision between the Secretary of State and whoever this 
administrator is, because he is not barred from going to the 
President. 

Senator Connally. When this administrator is appointed 

. . if a matter of foreign policy should confront him, . . . do 
you regard that your decision would determine the situation, 
or would the administrator, after hearing you, go on and act 
on it on his own? 

Secretary Marshail. My decision should determine. 

Senator Connally. Of course, the President . . . could 
overrule any action of any of his subordinates. But I assume 
that the disposition would be, among the administrator and 
you, to save the President all the annoyances possible and 
accommodate yourselves insofar as possible in your views to 
each other. Is that correct? 

Secretary Marshall. Yes, sir. 

Senator Connally. . . . There have been some suggestions 
about having a corporation do this thing. I am glad you 
are not for that. It seems to me that there must be a single 
authority somewhere, subject to the President of the United 
States, to secure promptness and to secure efficiency . . . 

Secretary Marshall. As I understand business practices, 
the setup of the board of directors implies a certain limitation 
on the action of the administrator. It might seem inconsistent, 
if one does not think the matter through, to say as I have said 
.. . that it is important, very important, that this be one man, 
and then . . . that the Secretary of State will have direction 
and control of such matters involved in this affair as relate to 
foreign relations. Also, . . . the Secretary of Commerce and the 
Secretary of Agriculture have certain responsibilities and 
authorities in the matter. 

Now, if you place a board of directors behind this individual 
and limit him to whatever “board of directors” implies, you 
have just simply added to the complications . . . 

The Chairman. [Senator Vandenberg] Of course, we could 
not take control of the foreign policy away from the President 
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. .. I am just asking that you give some further thought tp 
the possibility of spelling this out a little more plainly 
indicate that while we do wish to preserve utterly undimip. 
ished control of foreign policy in the Secretary of State and 
the President we do also want to give this man of greit 
breadth, ability of stature that you are going to secure to m 
the business side of this thing, a chance to run it. 

Secretary Marshall. We will certainly do so... 

Senator Connally... . This whole problem, I am sure, was 
conceived by you as a matter of foreign relations and foreig 
policy . . . it is absolutely essential that we not have divided 
authority when it comes to the relations of this country to 
foreign nations .. . 

Senator George. Mr. Secretary, . . . the size of this appro. 
priation that will be made will depend upon the effectiveness 
of the business organization which will administer thes 
funds . . . If the American people are convinced that appro 
priations are going to be conserved, and properly and effec. 
tively applied, it will go far toward strengthening the plea for 
European assistance and aid... 

Let us suppose that we have arrived at a practical question, 
The Secretary of State has decided that as a matter of sound 
foreign policy aid and assistance will be given to country “X” 
for specific projects in country “X”. But let us suppose that the 
administrator decides that those projects are impracticable and 
cannot be carried out without a loss of the money appropriated 
by the Congress under this Act. Is your decision then to be 
controlling . . .? 





—Harris & Ewing 


DOUGLAS TO VANDENBERG: 
“The administration cannot be a single, simple operation” 
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Secretary Marshall. The matter there, it seems to me, 
would rest on the intelligence and judgment of both the ad- 
ministrator and myself. . . 

You cannot, I believe, with the uncertainty of future events, 
draft a legislative control that would cover all these various 
complexities. You have to trust a certain degree to the judg- 
ment of the people that are going to operate, and here you 
have always the President. The President is the final determin- 
ing factor. He has to decide whether or not, in his opinion, the 
international relationship angle is of more importance than the 
trict financial procedure in safeguarding the money of 
Congress . . . 

Good judgment would indicate that only in matters where 
ithas a very definite effect, a very serious effect on the de- 
velopment of our foreign policy in this constantly changing 
situation, should the State Department impose the limitations 
on what is proposed by the administrator. 

As a matter of fact, unless you ignore foreign policy, which 
would be fatal in this procedure, you either have to do some- 
thing of the character we have proposed here, I think, or you 
have got to put this agency under the State Department where 
you lodge the responsibility there in the Secretary of State . . . 
[thought that was bad business. . . 

Senator Wiley. The general plan is, first, that we will 
make grants or gifts, and that we will make loans. Thirdly, 
that we will guarantee investments by private concerns. 

Secretary Marshall. Yes, sir. But that last statement I 
think has got to be well defined . . . the guarantee of private 
investments . . . the intended meaning of the law is that we 
guarantee the convertibility to a dollar basis of what comes out 
of the transaction . . . 

Senator Wiley. . . . Apparently there is a recognition here 
that there is a field where private investment in these countries 
might profitably operate. 


Secretary Marshall. Yes, sir. I think . . . that as the pro- 
gam proceeds .. . the opportunities for private investment 
should increase. 

Senator Wiley. . .. Have the governments in Europe been 


approached as to the advisability of instead of our Government 
providing the money that our capital be permitted to be 
invested, and that our Government then probably would have 
tomake some guarantee for that? 
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Secretary Marshall. If I understand you correctly, I 
think that is true . . . we interject this guarantee in order to 
meet the tremendous problem of any investment at the present 
time, which is that when you get the money you cannot use 
it; you have no convertibility. It is over there, and it is not 
over here, and there is no basis for a continuing employment 
of profits, or even acquiring the profits, except in a very 
abstract manner .. . 

Senator Barkley. . . . You feel that . . . there will be a way 
by which this plan can implement that part of Germany which 
is occupied by Americans, the British-and the French, so 
as to afford it . . . an opportunity to share in the recovery . . . ? 

Secretary Marshall. Yes, sir . . . the only thing we have to 
be careful about is that we do not . . . rehabilitate Germany in 
a way that would be a renewed threat to the peace of Europe. 

Senator Barkley. . . . You spoke of the effort of the So- 
viet Union to prevent the operation of this plan, and so forth, 
although maybe no official documents are on file in the foreign 
offices regarding the matter. Is it fair to say that the activity 
of the Soviet Government in undertaking to prevent some of 
the nations of Europe, especially those under its influence, 
from going into the plan, and even compelling the withdrawal 
of one, is ample evidence of the fact that they are seeking to 
prevent its operation? 

Secretary Marshall. The evidence I think is this con- 
clusion. If you wish me to read it into the record, I have here 
a public statement by Mr. Molotov, and also one by Zhdanov, 
in connection with the Cominform. I could turn it over for 
the record or I could read it into the record. 

[Editor’s note: U. S. News-World Report last week carried 
important portions of the text of an address to the Cominform 
by Andrei Zhdanov, a member of the Politburo that rules 
Russia. In that speech, Mr. Zhdanov made clear the strategy 
of the Soviet campaign to defeat the Marshall Plan. ] 

Senator Barkley. Is it fair for me to assume that the rea- 
son for this opposition was not motivated by any desire for 
economic advantages in Europe, but political advantages . . . 

Secretary Marshall. That would be my very strong as- 
sumption. 

The Chairman. On what basis do we have any right to 
depend upon the co-operation of the other Western Hemi- 
sphere countries [to the extent of $700,000,000?] 

Ambassador Douglas. That figure, Senator, of $700,- 
000,000 was arrived at by examining the balance of payments 
of the respective Western Hemisphere countries and calcu- 
lating the amount therefrom which they could provide for the 
recovery of Western Europe. 

The Chairman. Who is to pay for the $700,000,000? 

Ambassador Douglas. That is their provision. That is 
their contribution. 

Senator Wiley. Have they agreed to it? 

Ambassador Douglas. No. They have not agreed to it. 
But that is the calculation. ... 


Senator Hickenlooper. . . . Are you prepared to state 
whether . . . this plan and its operation . . . will not materially 
contribute to inflation in this country .. . ? 


Secretary Marshall. . . . I think what I said just previously 
was that I thought, from all information that had come to me, 
it did not involve as much inflation as some seemed to feel, 
and that it did not present a situation that was very serious 
to us in relation to the troubles that we were trying to meet 
abroad 

Senator Hickenlooper. Senator Smith . . . referred to the 
proposed electric development in Europe, for which I under- 
stand we are expected to furnish the physical materials. We 
may not have to furnish the capital. 

Ambassador Douglas. I think about 5, and not to exceed 
10, per cent of the equipment for the electrical generating 
project contemplated under the program for Europe will be 
supplied by the United States... 

Senator Hickenlooper. I am glad to be put straight on 
that particular thing. But I am also informed that the proposed 
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electric power installations of our own will more than tax our 
facilities to produce in this country alone. . . 

Ambassador Douglas. Senator, there are two major points 
I would like to make in response to your question. The first 
is that we propose under this program, that exports from the 
United States will be less in 48 than they were in 47. And the 
second major point that I would like to make is that after the 
first year the exports will decline very substantially as com- 
pared with 48 . . . The greatest strain, if any, upon the Amer- 
ican economy will occur during the first year. In the second 
year the strain will be diminished; in the third year it will be 
even less; in the fourth year it will have shrunk to relatively 
unimportant proportions, and in the fifth year, it is hoped, it 
will be extinguished entirely. 

Senator Hickenlooper. There have been in the past, and 
there are from time to time rumors now, of a general strike 
called in France by Communist manipulation . . . it would 
seem to me that we would be perfectly justified in insisting 
that the French Government use all possible means to guard 
against the luxury of a work stoppage .. . 

Secretary Marshall. . . . I should say that if we would 
have to put it down exactly in a certain way, the first thing 
you would get in France would be a general strike if it were 
within the reach of the Communist Party . . . I think we have 
to take a very understanding view of the situation—the dif- 
ficulties of the Government—what they are up against... 

Senator Hickenlooper. I agree very thoroughly with what 
you said .. . about the sovereignty of these countries and their 
self-respect. I also believe that a part of the maintenance of 
self-respect is the meeting of obligations as opposed to the 
obtaining of a dole . . . Do you have any present estimate, 
rough or otherwise, as to the approximate percentage of the 
aid that we will be expected to give over the next four years 
under this program that can be in the nature of . . . a debt to 
be paid back? 

Ambassador Douglas. The National Advisory Council 
hasn’t any precise figures, Senator, and it is within the jurisdic- 
tion of the National Advisory Council, in consultation with the 
administrator, to determine what shall be loan and what shall 
be grant. At any rate, the NAC at present have a rough esti- 
mate that 20 to 40 per cent will be in the form of loans and 
60 to 80 per cent in the form of grants... 

The Chairman. Do you mean loans that will be repaid? 

Secretary Marshall. As I understand it, there has to be a 
fair prospect of return or the loan cannot be made. 

Senator Lodge. . . . The statement is made that this pro- 
gram must be carried to success against the avowed deter- 
mination of the Soviet Union and the Communist Party to 
oppose and sabotage it at every turn. I suppose that means 
that we can count on no help, and possibly resistance, insofar 
as Eastern Europe is concerned. 

Secretary Marshall. At the present moment, yes. . . There 
may be a change in front there when they find . . . that we 
are proceeding with a fair degree of success. 

Senator Lodge. That makes it even harder to revive West- 
ern Europe, doesn’t it, because Western Europe has always 
had a lot of commerce with Eastern Europe? 

Secretary Marshall. It makes it very hard, and that is one 
reason . . . we still hope to have trade back and forth through 
the so-called “iron curtain.” 

Senator Lodge. But it is true, is it not, that if we are going 
to do more than just rebuild the old row of tenement houses 
that has gotten us into two European wars, there has to be 
some increased measure of integration and unification and 
elimination of trade barriers in Western Europe? 

Secretary Marshall. I think that is very much the case, 
and that is one of the very compelling reasons for the sug- 
gestion made on June 5th last . . . At the same time, the 
difficulties of getting such commitments from various large 
collections of sovereign nations were so very great that the 
only chance . . . was under the pressure of a very dire 
situation, and we got an immediate result, which I think, . . 
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not only a remarkable result for a short period of NEZOtiatio, 
but one of great historic importance, and the beginning ¢ 
just what you imply. 

Senator Lodge. . . . Could we say that that unification ay 
integration of Europe is one of the hopes in this plan? , , , 

Secretary Marshall. Well, a certain degree of unification; 
a necessity to the plan. But it is a hope in its general tem: 

Senator Lodge. As I understand it, there will be bilatery 
agreements between this country and other nations, and ther 
will also be agreements between this country and the jf 
nations. There are both kinds of agreements, are there not? 

Secretary Marshall. I think that is correct. 

Senator Lodge. Would it not be in the interest of the iy, 
tegration of Europe to use that 16-nation agreement as mu} 
as possible? 

Secretary Marshall... . Where there is great difference 
the conditions of individual nations, . . . you cannot generaliz 
over the 16 in relation to them. So far as possible, I agree with 
you that we should use the 16-nation grouping. 

The Chairman. Mr. Secretary, . . . my final request to yu 
is .. . that you continue to study this question of administr. 
tion with the view of trying to find a more adequate and, 
more specific, insofar as possible, liaison between what we 
call the business administration of ERP and the foreign policy 
administration of ERP, because I contemplate that it is the 
question, finally, which involves our greatest controversy , ,, 
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(Following are extracts from the testimony of Ambassa- 
dor Lewis W. Douglas before the Senate Foreign Rela. 
tions Committee on Friday, Jan. 9, 1948, in connection 
with the proposed European Recovery Program.) 


Ambassador Douglas. . . . If the Congress approves of a 
adequate program for the recovery of Europe . 
arrangements, contracts, agreements will be made betwee 
the United States and each one of these participating cou. 
tries. -. . 

The continuing organization [the Committee for Europem 
Economic Co-operation] will review the progress, it will pr- 
vide the United States with adequate information as will each 
one of the participating countries. I would hope that the con 
tinuing organization would play a part in influencing each on 
of the participating countries. . . 

The Chairman. . . . What I am inquiring is whether the 
plan specifically contemplates a continuing, active, CEEC in 
the actual pursuit of the objectives. 
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Ambassador Douglas. That is right, sir. . . The ultima ' 


action, Mr. Chairman, finally rests with us. Each year th 
Congress will be asked to appropriate money if, in the first 
instance, the Congress approves of the program. Therefor 
there will be an opportunity of review by the Congress itsell 

But within each year there is the CEEC itself, there is the 
United States representative upon the CEEC, there are th 
various representatives of the United States Government 
through each one of these participating countries who als 
will be reviewing the performance of the individual cou 
tries. . 

I know that there are a number of different importatl 
things, items in connection with the program, with which this 
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Committee is very properly concerned. One of them is the cot mld b 
hould be 


ditions . . . which the United States Government will include 
in these bilateral arrangements and agreements to be mate 
with each one of the participating countries. 


The set 
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... There will be, as I have indicated, conditions stipulated lence th 


by the United States Government on its own: 
“(1) Promoting industrial and agricultural producti 


bust be 2 
The thi 


in order to enable the participating country to become! polic 


independent of abnormal outside economic assistant; 
“(2) Taking financial and monetary measures neces 
sary to stabilize its currency, establish or maintain ! 
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proper rate of exchange, and generally to restore or 


er. maintain confidence in its monetary system; 
“(3) Co-operating with other participating countries 
ation af facilitating and stimulating an increasing interchange 
n? ,. of goods and services among the participating countries 
fication and with other countries and co-operating to reduce 
ral terns barriers to trade ees. 
, bilaterd (4) Making efficient use. . . of the resources of 
and ther such participating country, including any commodities, 
d the 1g facilities, or services furnished under this Act; 
re not? “(5) Facilitating the sale to the United States for 
stockpiling purposes . . . of materials which are required 
of the in by the United States as a result of deficiencies or 
“as mud potential deficiencies in its own natural resources . . . 
“(6) Placing in a special account a deposit in the 
‘erenceng currency of such country . . . when any commodity or 
seneralize service is made available through any means authorized 
gree with under this Act, and is not furnished to the participating 
country on terms of payment. Such special account. . . 
ast to you shall be held or used only for such purposes as may be 
Lministre agreed to between such country and the Government of 
ite and 4 the United States; 
what we o(7) Publishing — of full statements of a the use 
gn policy of funds, commodities and services under this Act; 
it is the “(8) Furnishing <<a relevant information which 
versy .,, would be of assistance to the United States in deter- 
mining the nature and scope of future operations under 
this Act.” 
Senator Smith. Might I ask what you are reading from? 
nbassa. | Ambassador Douglas. I was reading from terms of the 





» Rela. #° section 10 (b). 
Senator Connally. . . . Is it contemplated that any of the 


nection : 2 ae 

| nds provided under this bill . . . should be used to... 
abilize their currency? 

ves es Ambassador Douglas. That is not included in this pro- 

bilaterd fe : 3 say 

betes Senator Connally. . . . Now, is it contemplated that we 

ing cour we going to give them some money to pay on their foreign 
ebts? 

Europea Ambassador Douglas. . . . I do not think there is any au- 

will pro ority in the administrator to provide any of the dollars that 


will each" 2Ppropriate for the purpose of paying interest or amorti- 
mation on the foreign debts of any of these countries. . . 
lam aware of the fact that Congress is tremendously in- 
erested in the matter of administration. . . 
other te The administration of the European Recovery Program 
CEEC inpecessarily involves the allocation of foodstuffs for export, 
nd of the total amount of foodstuffs allocated for export that 
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- ultimategmount which shall be allocated to the Western European 
year the untries, and that amount which shall be made available for 
‘the fist feRot to other parts of the world, 


Therefore The same thing is true of a variety of other commodities. . . 


ess itseli§ but beyond the agencies of our own Government there are 
ore is the tated agencies of the United Nations, and international or- 
> are thepemzations with which the administrator of the European 


hecovery Program must be in very intimate relationship . . . 

tis, I think, clear that the administration cannot be a single 

md simple operation. It is in its very nature bound to be 

implicated regardless of how it is set up. . . 

There are several principles that I should like to mention 

Jhich this )the Committee as appearing to us to be essential . . . 

; the cor Ihe first is that the responsibility for the administration 

11 include uld be reposed in an individual. . . 

be mat the second major principle is that that one person . . . 
tust be one of the broadest experience and the greatest com- 

stipulated pence that can be found. His staff need not be large, but it 
must be able. . . 

roductio§ The third principle is that the principal instruments of for- 

» become? policy, in respect of foreign policy, should be subject 

ssistance; tte direction and control of the Secretary of State. 

es neces] Business administration, procurement, co-ordination of 

aintain CUement, screening of requirements generally, are mat- 
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ters in which the Secretary of State is not concerned. But he is 
concerned with the major questions of foreign policy and the 
way in which the administration of the program affects for- 
eign policy... 

. . . The fourth principle is that there cannot be two rep- 
resentatives of the United States Government conversing 
with independence, conversing with Prime Ministers, Secre- 
taries of State for Foreign Affairs, Chancellors of the Ex- 
chequer, Boards of Trade, Ministers of Finance . . . 

There must be also . . . flexibility in the Administration of 
this program, for conditions will change . . . not only here 
but . . . among the sixteen participating countries. 

The final principle . . . is that the State Department does 
not want to run the European Recovery Program .. . 

Now it is proposed that there shall be established an Eco- 
. . This administrator 
of the Economic Co-operation Administration will have a 
special representative for the European Recovery Program 
abroad, And he will represent the United States on the Com- 
mittee of European Economic Co-operation . . . And he may 
be also the United States representative on the Economic 
Commission for Europe, which is a United Nations organiza- 
tion, 

Under the Department of State there are the respective 
embassies . . . In each embassy there will be an economic co- 
operation officer. That officer will report back to the Economic 
Co-operation Administration. He will, of course, consult with 
the Ambassador, the head of the mission, and the communica- 
tions will go to the Department of State, also. 

The relationship between the economic co-operation officer 
and any one of the individual countries must be conducted 
through and under the direction of the Ambassador, other- 
wise one has two representatives of the United States Gov- 
ernment dealing independently with high officials of foreign 
countries. . . 

There are other . . . interested agencies of the United 
States Government. There is Treasury, because of the Na- 
tional Advisory Council; there is the Department of Com- 
merce, because of allocating authority, powers over export 
and import licenses; Agriculture; because of food; the avail- 
ability of food supplies. There is Interior, because of its re- 
lationship to petroleum; there is Labor, there is the Export- 
Import Bank, and . . . there is the National Advisory Council 
itself. 

Communications from the European side come back . . . 
through the State Department to one of the interested agencies 
of the United States Government, whatever it may be. 

Senator Hickenlooper. In effect, then, Mr. Ambassador, 
all messages, communications, programs and plans are 
screened through the State Department. 

Ambassador Douglas. Not screened, no, sir; transmitted. 
Not necessarily screened . . . 

Senator George, yesterday you put a question to the Secre- 
tary which presupposed that a project would be initiated by 
the State Department. That is not the way in which it is con- 
templated that the action will really be performed. CEEC, in 
the first place, or a country of the CEEC . . . will be generally 
the originating source . . . A particular program, coming 
from an individual country, will go to the respective and ap- 
propriate United States embassy, will be transmitted to the 
special United States representative of the European Re- 
covery Program, if it did not originate in the CEEC; it will go 
back to the Economic Co-operation Administrator; the Secre- 
tary of State, having control over foreign policy, will be ad- 
vised, and will give his advice or direction or control; with 
regard to allocations, Commerce and Agriculture will neces- 
sarily have to be consulted . . . and if it is a financial matter, 
the National Advisory Council will have to be consulted . . . 
The Economic Co-operation Administrator will then transmit 
his action, his determination and conclusion through to the 
respective embassy and the economic co-operation officer 
within that embassy to the respective government. 
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— Whispers. 


Snag for German Industry . . . British Troops to Stay 
Near Greece? . . . Truman-Snyder Split on a Tax Cut 


It came almost to a toss of a coin to 
decide whether U.S. should send two 
divisions of marines into Greece or 
whether the United States should re- 
open an air base in Libya as a counter 
to Russian moves in the Balkans. Top 
strategists finally plumped for the 
base in Libya as involving the best 
calculated risk. 


x k & 


Gen. Charles de Gaulle is not as anx- 
ious to take control of France this 
winter as his public statements indi- 
cate. He fears Congress will cut Mar- 
shall Plan aid so much that France 
may be forced to start a real austerity 
program. He doesn’t want that re- 
sponsibility. 


kkk 


George Marshall, Secretary of State, 
is not to be given a free hand in shap- 
ing policy that will guide spending 
of new billions on foreign aid. A 
bipartisan board, on which the 
Secretary of State will be one mem- 
ber, is to be insisted upon by 
Congress to set policies for an admin- 
istrator to follow. 


Kk ok 


William McChesney Martin, Jr., and 
his Export-Import Bank are left on 
the outside of White House and State 
Department plans for European aid 
because they are inclined to resist the 
idea that dollars should be used freely 
for political purposes. 


xk & 


John Snyder, Secretary of the Treas- 
ury, had no part in hatching the White 
House plan for a tax cut of $40 a head. 
Mr. Snyder wanted the President to 
stand up against the idea of a tax cut, 
at least until Congress indicated clear- 
ly the total of expenditures for the 
year that starts next July 1. 


xk*k 


Each member of Congress whose 
name is to appear on the list of those 
who have had an interest in com- 
modity markets is to have a separate 
explanation. Leaders of both Demo- 
cratic and Republican parties have 
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conferred over the method of treating 
disclosures that may be made. 


x *k * 


Senator Homer Ferguson, of Michi- 
gan, is striking political pay dirt for 
Republicans in turning up records of 
speculation by public officials. Mem- 
bers of Congress seem surprised at the 
degree of public reaction to disclosure 
of trading in commodities, which had 
appeared to be taken for granted in 
the past. 


xk * 


Marriner Eccles, Reserve Board 
Chairman, gradually will prevail in 
his effort to tighten up money sup- 
plies, although the tightening process 
will be slow for a number of months. 


xk * 


President Truman, in private, is be- 
ginning to be worried about the politi- 
cal effect that Henry Wallace can 
have in 1948. The early signs point to 
the probability that Mr. Wallace may 
draw as much as 10 per cent of the 
vote in some key States, largely from 
the Democratic Party. 


x kk 


Senator Arthur Vandenberg is running 
into serious trouble in his effort to 
keep foreign policy out of the 1948 
election campaign as a major issue. 
The drift within the party, as indi- 
cated in Congress, is strongly toward 
a break with Mr. Truman on the size 
and extent of foreign aid. 


x kk 


Governor Earl Warren of California, 
is not yet being crossed off the list as 
a possible compromise candidate if the 
Republican Convention gets tangled 
up in trying to choose a nominee for 
the Presidency. 


x *k * 


Hard feelings are developing between 
Senator Robert Taft, of Ohio, and 
Senator Vandenberg over foreign pol- 
icy. The growing differences between 
these two party leaders can have a big 
effect on the outcome of the battle for 
the Republican nomination. Mr. Taft 


is tending to be more friendly 
Joseph Martin, House Speaker, | 


x wk & 


Governor Mon C. Wallgren of Wag 
ington, is entering strongly at ther 

ment in President Truman’s caley 

tions for a running mate in the com; 
campaign. Mr. Truman wants som 
one either from the Far West or { 
East Coast. Senator Millard Tydin 
of Maryland, is still in the running. 


* * * 


One reason why American official 
doubt that Soviet Russia is ready t 
take over Berlin is to be found in th 
Ruhr. The Russians still hope for 
hand in managing the Ruhr, but th 
hope would be blasted if British 

Americans were forced out of Berl 


xk * 


Gen. Lucius Clay, head of the U.§ 
Military Government in Germany, a. 
ready is running into serious troublfl 
with the French in trying to enco 
economic revival in Germany. 
French prefer to keep German indut 
try on a very low level even if the cot 
to U.S. taxpayers runs into the bil 
lions each year. 


x k * 


Lieut. Gen. Walter Bedell Smith, A 
bassador to Russia, is No. 1 man 
line for the job of High Commissior 


when and if the State Departme 


takes over from the Army in adminit 
tration of Western Germany. 


xk kk \ 
Former King Michael of Rumania 
turned down an offer to sell i 
memoirs at a price of $200,000 
cause he was advised that a move 
this kind would result in trouble fi 
friends of his who still are in Rumami 


xk *& 


When Great Britain’s troops mé 

out of Palestine later this yeat @ 

won't go home inumediately. The 
gestion is being made that they p 
held near by, ready for special ¢ 

in Greece if the Communist press 

on that country still runs strong tht 
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